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A Banker’s Diary 





THE equity markets in this past month have added one more surprise to the 
many that this year have confounded the prophets. Through the summer 
and early autumn, when one observer after another was 

Equities declaring that the limit must surely have been reached, 

after the = industrials continued their breathtaking climb, and took even 

Shake-out the dock strike in their stride. Then, after surmounting that 

big obstacle, they staged their long overdue shake-out just 
as the threat of major industrial dislocation had dispersed. It proved, more- 
over, to be a very sharp shake-out. By November 4 the industrial share 
index of the Financial Times had reached the dizzy height of 182.3—a cool 
fifty points above its mark at the beginning of the year. By mid-November 
a sudden profit-taking slide had carried it down to 174.6. 

The proximate cause of this abrupt change was the heavy pressure of new 
issues, actual and prospective, and the effect of this was accentuated by the 
fact that even a slight advantage in yield proves attractive now that the 
return from blue chips is down to a narrow margin over the gilt-edged yield 
(the yield from the shares in the Financial Times index, at 4.5 per cent., is 
only 0.9 per cent. above that from Consols, whereas twelve months ago the 
margin was 1.6 per cent.). The relapse did not, however, noticeably uncover 
speculative positions. Indeed, it is being widely emphasized—-among others, 
by the chairman of the Stock Exchange himself—that the speculative element 
in this boom is less than it was in the booms of the past. However that may 
be, the market is certainly the healthier for this shake-out, and it seems now 
to have convinced itself that there never was any fundamental cause for 
doubts. A recovery had begun even before the result of the West Derby 
by-election, and since then it has made further headway. If political risks 
are thus discounted, the market’s conviction that a popular “‘ electoral ’’ 
budget will be provided next April may sustain it for some time ahead. The 
slowness of the return of gilt-edged to their high points of last summer— 
despite the absence of new Government borrowing—and the recent firming up 
in bill rates are, however, reminders of the monetary realities of brimfull 
employment. It would not be wise to build very heavily upon these 
budgetary hopes. 


DURING the coming month the gold and dollar reserves have to take the 
strain of the annual servicing of the North American loans, and may also 
suffer from delayed effects of the dock strike; but in October 

Dollar they rose by $35 millions, their first increase since June. The 
Surplus fall of $116 millions in the previous three months, as our usual 
Returns table on page 388 notes, was, however, much more than 
accounted for by special capital payments. Only in September 

did the commercial dollar account relapse into deficit. As the early autumn 
is the season in which Britain makes particularly large purchases of dollar 
commodities such as grains, cotton and tobacco, the swing back into surplus 








330 THE BANKER 
in October was particularly gratifying. American aid provided $17 millions, 
so that the surplus amounted to $18 millions, of which $8 millions represented 
the gold half of Britain’s September surplus of £6 millions with E.P.U. As 
this E.P.U. surplus was entirely attributable to a special capital payment by 
France, the achievement of a further surplus of £5 millions with E.P.U. in 
October represents a notable improvement in the commercial balance with 
Europe. The E.P.U. account, however, has also still to feel the impact of 
the October dock strike. The only effects so far visible in trade statistics are 
misleading; the October trade returns showed a steep fall in imports and 
actually a slight increase in exports. The full effect on the payments account 
of lost and delayed contracts may not be felt until the New Year. 


THE first stage of the Geneva meeting of contracting parties of the General 
Tariffs and Trade has been successfully completed. The 


Agreement on 
opening speeches made by the Ministers do, when they have 


3.A.T.T. been duly discounted for their tactical contents, promise a 
Review generally liberal approach to the extension and revision of 


G.A.T.T., a task that has now been passed to the experts. 
There were indeed some countries that put forward demands 
quite incompatible with the basic purposes of the Agreement; but they num- 
bered fewer than had been feared. The protectionist cries came mainly from 
the undeveloped countries and from Australia. The former presented their 
familiar case for receiving all the privileges and bearing none of the obligations 
of adhesion to G.A.T.T., on the grounds of their need to diversify their 
This is a claim that indeed justifies the use of some protective 
Some pro- 


Starts Well 


economies. 
devices, but by no means as many as are imposed in practice. 
vision will, no doubt, be written into the new form of G.A.T.T. tempering the 
wind of non-discrimination to these vulnerable lamts. 

The other root-and-branch criticism of the General Agreement came from 
Australia, which declared itself wholeheartedly opposed to the no-new- 
preference rule. The Australian Minister of Trade, Mr. Mclk:wen, stated 
indeed that were the relevant Article I left unamended, Australia might have 
to reserve its whole position as a contracting party. This kind of tough talk 
may be good negotiating tactics; but it does not make very good sense. If 
Australia wishes to widen preference margins it may find itself called upon to 
renegotiate tariffs with the United States—in particular, the American tariff 
on imported wool. And that could be a sobering prospect indeed. 

[t is pleasing to be able to record that, in contrast, the stand taken by 
the President of the Board of Trade was the most constructive, and perhaps 
the most liberal too, of any of the opening positions. Mr. Thorneycroft 
stated categorically that Britain is behind the liberal aims of G.A.T.T. It 
accordingly favours considerable tightening up of G.A.T.T.’s rules, and in 
particular those permitting the use of quantitative restrictions on imports. 
Mr. Thorneycroft maintained that the review of the Agreement should be 
regarded as part of the move towards convertibility. Tor that reason the 
exceptions to the basic rule of non-discrimination should be restricted. The 
important need was to ensure that quantitative restrictions, now available to 
countries in balance of payments difficulties, would not be used as a method 
of mulcting scarce currencies out of countries making their currencies fully 





COl 
of 
wit 
tha 
Inv 
mo 
be 
by 


bee 
att 
the 

Uni 

equ: 
The 
hav 
Stat 
whe 
cons 


THE 
has 


N 
W 


‘a Se} 
Brit< 
to tl 
Artic 
can < 

B 
been 
bilate 
but s 
certa: 
dome 
to res 
nan 


TI 


| engag 
Items 
| for co 
| aulres 
_ Sterlir 
Japan 


a ee 


export 
annua 
consid 





aon = ecalin 


4 BANKER’S DIARY 33] 


convertible. The restrictions should therefore be made subject to the consent 
of the contracting parties and should not be valid for more than one year— 
with a possible extension of another year. Mr. Thorneycroft also proposed 
that a close watch should be kept on export subsidies, and he threw open an 
invitation for another round of tariff negotiations at the earliest possible 
moment. But he pointedly reminded his audience that such a session would 
be of little use unless it were led by a United States delegation empowered 
by further legislation to offer sizable concessions. 

The attitude of the United States at the Geneva meeting so far has in fact 
been an interesting mixture of defence and attack. There has been much 
attack on protection through the use of quantitative restrictions, supported by 
the argument that only by the abolition of quotas and discrimination will the 
United States and other like-minded countries find justice and reasonable 
equality between what they give and what they take in tariff negotiations. 
There is much validity in this contention, since direct controls on imports 
have all too often frustrated the effects of tariff concessions. But the United 
States delegates have also had their moments of embarrassment, most notably 
when confronted with the accusation that American use of agricultural quotas 
constitutes a breach of the General Agreement. 


THE one piece of concrete business so far transacted at the Geneva meeting 
has been the vote on the request of Japan to enter into tariff negotiations 
with other members “ with a view to adhesion to the 
Negotiating Agreement’. That request was accepted by twenty-seven 
with Japan votes to nil—but with seven countries, including the United 
Kingdom, abstaining. It is expected that Japan will begin 
a series of bilateral tariff negotiations next February. The course open to 
Britain and the other countries that have reservations about Japan's accession 
to the Agreement now offers an interesting choice. Either they can invoke 
Article 35 of the Agreement and refuse to have any truck with Japan, or they 
can attempt to secure a special tariff relationship with the new member. 
Britain has chosen the second course, and the first moves have already 
been made by the Government. The proposals provide for a_ special 
bilateral arrangement under which Britain would recognize Japan’s adhesion, 
but subject to safeguards. These would provide that if 1t were found that 
certain British interests were seriously injured by Japanese competition in 
domestic—-and presumably also colonial—markets, it would be open to Britain 
to restrict the entry of Japanese goods by imposing quotas or raising tariffs 
ina manner that would depart from the strict letter of the General Agreement. 
The United States, for its part, has already announced its willingness to 


‘engage in tariff negotiations with Japan. It has published a list of 200 
items on which tariff cuts might be considered. There ts, in fact, little room 
for concessions on the United States’ side. But as a means of encourager les 
-aures the American initiative has, undoubtedly, had some effect. Yet the 
sterling countries can in fact show a better record in providing markets for 


Japanese goods than their attitude at Geneva would suggest. Japan’s 


exports to sterling countries have risen appreciably this vear, to the sizable 
> : ‘ 


annual rate of £158 millions, while its exports to dollar countries have fallen 


considerably below their level in 1952, to an annual rate of {106 millions. 
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THE curve of credit expansion, which had levelled off in August and September, 
steepened rather sharply in the five weeks to October 20. Net deposits of the 
clearing banks rose by nearly £75 millions, to the new peak of 


Record {6,375 millions. This was their largest monthly rise since last 
Bank June, but it was only £15 millions more than the increase for 
Deposits. the similar period last year, despite the fact that the seasonal 


pressure was eased then by the Treasury's autumn refinancing 
loans, part of which was taken up outside the banking system and therefore 
tended to reduce bank deposits. This October, moreover, notwithstanding 
the absence of any market issue, the Treasury's demands upon the banks 
were actually less than last year, although its visible domestic cash deficit 
(for the period most nearly aligned to the banking figures) was almost 430 
millions more, at about £95 millions—chiefly in consequence of a decline in 
net receipts from tax certificates. In addition, of course, it had to carry the 
strain of financing the surplus on the external balance of payments. In the 
absence of a further funding operation, the liquidity ratio has naturally risen 


October 20, Change on 


1954 Month Year 
fm. ém. sm 
Deposits 7 a 6609.5 70.0 t 2360.2 
“ Net '' Deposits* 6374.7 74-5 - 219.1 
O/ + 
Liquid Assets 2264.7 (34.3) - O4.4 69.7 
Cash oF a oa 532.0 (8.7) ~ £E.5 - 13.6 
Call Money na ay 54 437.2 (6.6) 19.6 38.9 
Treasury Bills. . ay - 1212.4 (z8. 3) + 31.0 74.3 
Other Bills as - a $3.2 (z.3) - 2.8 30.4 
Investments plus Advances. . 4187.6 (63.4) - FI.5 + 2905.5 
Investments 2363.7 (35.5) + 3.2 + 125.6 
Advances 1823.9 (27.5) + 8.3 + 169.9 


* After deducting items in course of collection. + Ratio of assets to published deposits. 


further; but, thanks to the moderation of the Government’s demands, the 
ratio still stands two full points lower than it did after last year’s conversion. 
The impetus to credit expansion recently has quite plainly come from the 
private sector of the economy. Total bank advances rose during the five 
weeks by £8 millions although the indebtedness of the Electricity Authority 
must have been substantially reduced from the proceeds of the £30 millions 
call on its market issue; during the preceding four-week period, it will be 
recalled, £40 millions was received from this issue, yet bank advances dropped 
by only £13 millions. In the two periods together, moreover, bank invest- 
ment portfolios expanded by {16 millions. Even after allowing for the fact 
that credit is being absorbed all the time by the continuing capital needs of 
the nationalized utilities, it is clear that advances to other borrowers are now 
rising more steeply, despite the activity in the new issue market. It seems 
probable that the boom in hire-purchase since the easing of the restrictions 
has played a significant part here. In this context, a novel development last 
month—and one that has caused some lifting of eyebrows among the purists 
~-was the purchase by the Commercial Bank of Scotland of the hire-purchase 
financing subsidiary (and its sub-subsidiary) of the Scottish Motor Traction 
Company. The bank has paid {1,750,000, as an investment operation, for 
the Scottish Midland Guarantee Trust, whose business is provision of finance 
for hire-purchase, mainly of motor cars but also of plant and machinery. 
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A QUITE extraordinary blow from monetary policy has lately shaken the 
market in Stockholm. In what had seemed to most people to be a moderately 
blue sky the Government suddenly discerned a threat of 

Money inflation in the prospect of new wage demands—and then, 

Bludgeon casting aside its customary solicitude for the gilt-edged 

in Sweden market, promptly reached wildly for the biggest monetary 
bludgeon it could find. During the first half of October the 
authorities were still assiduously marketing slices of the Government’s 3} per 
cent. fifteen-year loan with not-very-eager buyers among the banks, insurance 
companies and savings institutions. But 34 per cent. was the ruling yield 
basis, and the City of Stockholm and other big borrowers were waiting their 
turn for issues of their own on these terms. Then, while this marketing was 
barely complete, the [Finance Minister in Sweden's Socialist Government, 
Mr. P. E. Skéld, suddenly announced a new sixteen-year 4 per cent. loan of 
unlimited amount-—naively explaining that by offering a yield far above the 
market level he hoped to mop up some of the liquid assets that might not 
be reached in any other way. The shock knocked eight points off gilt-edged 
prices, yet the Minister’s signal of inflation dangers carried the boom in 
equities still further. Simultaneously with the announcement the Bank of 
Sweden cancelled its fixed rates for advances and stated that for the time 
being no rates would be published, but it made no formal change in its 
3 per cent. bank rate. 

Public bewilderment has been heightened by the fact that in the past the 
Government has refused to concede that its own huge investment programmes 
hold inflationary dangers, and has always made the private sector, and private 
investment, the scapegoat for any pressures, taking care to protect its own 
borrowing rates. This time, too, 1t has refused to allow housing loans to be 
placed at over 34 per cent., so that this new move, violent though it is, repre- 
sents no consistent plunge into orthodoxy—and, indeed, the authorities have 
since come in to support the market. This extraordinary muddle has evidently 
produced a new crisis between the central bank and the Government. Only 
a few days before, the governor of the Bank of Sweden, Mr. Mats Lemne, had 
announced that he was resigning at the end of December; he has accepted 
the governorship of the Province of Alvsborg—a post of the kind usually 
reserved for elder statesmen and men of distinction at the end of their careers. 
But Mr. Lemne, at only 35, is considered something of an infant prodigy in 
Swedish public life, and had been expected to remain at the Bank for many 
years to come-—despite his known disagreement with the Socialist Govern- 
ment on many points of financial policy. 


THE balance of payments White Paper (Cmd. g2g91) for the first half of this 
year appeared just too late for detailed comment here last month. As we 
recorded then, it showed a total surplus on current account, 

External before counting defence aid, of £154 millions, a bigger surplus 
Surplus than most people had expected; and it revised downwards the 
Analysed previous estimates for 1953—to {107 millions for the second 
half, and to a mere {2 millions for the first half of that year. 

The improvement extended, moreover, to the dollar account. The current 
deficit with the dollar area (before crediting £24 millions of aid) amounted to 
only £8 millions, compared with £27 millions in the first half of 1953 and 
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487 millions in the second half (burdened by the end-year interest on the 
United States and Canadian loans). The improvement over the corresponding 
period last year resulted partly from increased receipts from offshore sales 
and from the expenditure of American forces in Britain; but it also reflected 


(¢ millions) 


1G53 1054 
1Q50 IQ5I 1952 Jan.-June July-Dec. Jan.-June 
Imports (f.0.b.) .. _. 2983 3.451 2,950 1,407 1,412 1,471 
exports and Re-exports (f.0.b.) 2,250 2,748 2,825 1,316 1,352 1,425 
Balance of Visible Trade _.. 133 733 125 151 60 46 
Net Invisibles... i .. +433 + 329 - 240 t+ 153 + 107 200 
of which Net Government os I 36 154 172 75 7g 74 
Balance of Current Payments ~~ 300 404 421 2 107 154 
Defence Aid - i or { t 72) 55 ‘7 24 
Available for Capital Financ- 
ing > - - es 300 400 242 57 154 178 
Grants to U. .. +140 - 43 
Change in Sterling F iabilitie S .. +22 '- 335 340 O00 + 56 Sey 
Change in Gold Reserves .. +575 344 75 ! 786 54 + 179 
Net Overseas Investment .. + 86 - 325 - 99 37 156 1. $8 


a gain in the commercial accounts—-a remarkable achievement for this period 
of American recession. Total net earnings from “ invisible ’’ transactions 
provided no less than {200 millions in the half-yvear-—a notable reflection of 
the rising overseas earnings of the City. 


As the total surplus, including defence aid, was almost precisely balanced by 
receipts of gold (the reserves rose during the half-year by £179 millions), 
Britain's net investment overseas was necessarily financed 
Private by an increase in short-term liabilities. Total sterling 
Investment balances rose by £115 millions to £3,823 millions, but the 
Overseas — whole of this increase occurred in the balances of the overseas 
sterling area (£3,053 millions). Net investment in that area 
is estimated to have been £117 millions, compared with £50 millions in the 
first and {98 millions in the second half of 1953. Elsewhere there was some 
disinvestment, so that the total net investment was £88 millions. 
These estimates of investment include Government transactions and many 
miscellancous items, but the Treasury has now attempted to produce rough 
estimates of private long-term investment. In the years 1946-53 new private 
investment is estimated to have averaged {210 millions a year, offset by 
liquidations avera; ging {90 millions. In the years 1951, 1952 and 1953 alone, 
the average of new investment is put only slightly higher, at £220 millions, 
but redemptions are estimated to have fallen to £40 millions. In the earlier 
years an appreciable portion of the private disinvestment was, of course, not 
of investors’ own choice; the most notable example is the sale of the Argentine 
railways. It is interesting to observe that new investment has apparently 
remained broadly stable throughout the post-war period, despite the immense 
strengthening that has taken place in the balance of payments itself. 
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Fairer Winds from America 


prosperity in the sterling area has been overcast by a shadow from the 

United States; now, at long last, there are signs that some of the dollar 
clouds appear to be lifting. The shadow was cast by the fear that the flow 
of dollars into the non-dollar world would be seriously cut down—either by 
a recession in American business activity or by a restrictive twist in United 
States foreign economic policy. By the middle of this year it was clear that 
the first of these fears would not be realized. The recession that began in 
the United States in 1953 had had remarkably little adverse influence 
on the sterling area and, while it was plainly not over, did appear to be 
‘“saucering out’. But the threat of a contraction in the supply of dollars 
as a result of conscious United States policy was 1f anything becoming more 
of a reality, as the leaders of the protectionist wing of the Republican party, 
entrenched in their key positions in Congress, displayed their power to ensure 
that President Eisenhower’s liberal intentions were not translated into action. 
Now the balance of power in Congress has been radically changed; and that 
change 1s of real consequence for Britain and the rest of the non-dollar world. 


Fix at least two years the picture of increasmy economic strength and 


SIGNIFICANCE OF DEMOCRAT VICTORY 

The practical significance of the results of the mid-term Congressional 
elections 1s scarcely diminished by the fact that the margin of the Democrats’ 
victory was smaller than had been expected in many circles—in the Senate 
they have only one seat more than the Republicans. The relevant fact is 
simply that the Democrats have gained control of both houses of Congress. 
For the decisive say in determining what legislation shall be considered by 
Congress 1s exercised by the chairmen of the committees of the Senate and 
House of Representatives—-and the election of these chairmen is exclusively 
a right of the majority party, however small its majority. In the next two 
years, therefore, though the Administration will be labelled Republican, the 
legislature will be controlled by the Democrats. 

This clash has given rise to some alarm and despondency in Europe, but 
quite unjustifiably. It does not spell complete paralysis-of government and 
initiative. In the last Congress it was the Republicans rather than the 
Democrats who were frustrating the President’s programme on most issues of 
foreign economic policy. The clash of parties in the legislative and executive 
parts of the political machine is no new phenomenon. The period in which 
it occurred last, the session of 1946-48, saw the inauguration of the most 
ambitious project of American foreign economic policy in history, the European 
Recovery Programme. The incongruities that can result from the conse- 
quences of the intricate set of “‘ checks and balances”’ that the Founding 
Fathers so successfully built into the American constitution are intriguing, 
but they are not nearly so hampering as the foreign observer is apt to suppose. 

The changed political balance on Capitol Hill will clearly, however, have 
some impact on the throughput of that machine. New priorities in the 
promotion of legislation will become apparent; new emphasis will be given to 
this or that aspect of economic policy, both domestic and foreign. The 
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events of November 2, 1954, will have a powerful impact on the America of 
1955 and 1956—including the trend in business activity and in the Adminis- 
tration’s domestic and foreign economic policy. Any new trends in these 
spheres are plainly of key importance to the non-dollar world, and to Britain 
in particular. It is on the level of United States activity and on the degree 
of freedom in United States trading policy that the pace of the collective move 
to convertibility of sterling and other European currencies now largely depends. 


How SERIOUS IS UNEMPLOYMENT ? 

The prospects for business in the United States in 1955 are encouraging, 
if by no means certain. The recession, which has produced a rise in unem- 
ployment to around 5 per cent. of the labour force, played some part in the 
election campaign, but it was not the dominant issue that certain Democratic 
leaders had hoped to make of it. The fact is that the United States, despite 
the fall of ro per cent. in industrial production from the peak reached in 
mid-1953, has remained decidedly prosperous. It has been living somewhat 
on its accumulated fat—the inventories that have declined to an extent that 
amounts to very nearly the counterpart of the fallin production. The increase 
in unemployment has been concentrated in certain areas and industries, and 
particularly in the engineering industry. That may have helped to tilt the 
close and marginal seats, of which there have been so many, in favour of the 
Democrats—-helped on by the now famous simile of the Secretary of Defence, 
Mr. Charles Wilson, about his liking for the gundogs who go out and look for 
their sustenance in preference to the kennel dogs who sit on their haunches and 
howl until the food is brought to them. 

[t is in the southern states that the impact of the unemployment issue may 
have been of particular electoral significance. The story goes that a 
Republican politico was again canvassing the head of a Negro family in the 
South. ‘ Didn’t I tell you last time’, he demanded rhetorically, “ that if 
vou voted for President Eisenhower he would send you back your son from 
Korea ?’’ Came the answer: “‘ Yes, boss, President Eisenhower sure sent me 
back my son from Korea—-and he also sent me back two from Detroit ”. 
Coloured workers are usually the first to feel the lash of recession, and many 
of those who had recently gone to find work in the industrial North have 
returned to their families in the South and helped to swell the Democratic vote. 

The chances of the early re-employment of laid-off workers in the engineer- 
ing industry and of a general recovery throughout industry must at present 
be rated fairly high. The latest indicators (summarized in our usual table in 
‘ American Review ’’ on page 376 of this issue) suggest that during October 
and November industrial production has been picking up, and that it 1s now 
at Jast running approximately at its level a year ago when it was, however, 
considerably below its mid-year peak. Output of steel, which had fallen to 
around 60 per cent. of capacity in the spring of this year, has in the last few 
months been recovering steadily; by mid-November it had exceeded 79 per 
cent. of capacity and was forging ahead more rapidly than at any time since 
the onset of the recession. This is to a large degree a result of the fact that 
the largest consumer of steel, the motor-car industry, is in full swing again. 
The glittering models for 1955 have whetted the appetite of what appeared 
a few months ago to be a thoroughly jaded public. Full-scale working 1s 
again the rule, and it now looks as though the total output of cars for 1954 
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will amount to some 5,400,000 units, a total considerably larger than appeared 
likely earlier in the year and exceeded in only two other vears, namely, 1953 
and Ig50. 

The troubles of the motor industry are by no means over, but the manner 
in which they have been tackled is a good illustration of the way in which 
American industry deals with its problems. A dramatic tussle for leadership 
has been taking place between the two colossi of the industry, General Motors 
and Ford. The pace that these corporations have set in the quality of new 
models, in refinements, service and price, has driven the “ small ”’ fry (including 
firms such as Chrysler that would rank as giants in any setting other than the 
United States) headlong into retreat, compelling them to reduce output 
drastically, to merge and to rationalize. This has inevitably caused not only 
short-time working but also short-term unemployment. This unemployment 
is to a large degree therefore a result of the constant competitive struggle in 
American industry which itself gives rise to a revival in demand. 

The increase in unemployment during the period of decline in industrial 
production has in fact generally been of short-term character. The American 
labour market 1s remarkably fluid. The U.S. Secretary of Labour pointed 
out recently that most of the 3 million workers registered as unemployed were 
on their way to other jobs. From August to September of this year 1 million 
men and women who were formerly unemployed found new jobs, while an 
additional 500,000 who were employed left the labour force and were no 
longer seeking work—some of them married women, other workers reaching 
retiring age. Total unemployment, which in the summer of 1953 amounted 
to only 1,540,000 (on the old and more conservative basis of compilation) and 
is shown to have risen to 3,245,000 a vear later, is now falling back towards 
the 3 million mark. As a percentage of the labour force unemployment 
reached its peak in the spring of this year at 5.8 per cent. It has now fallen 
to 4.2 per cent.—still a high figure by comparison with Britain’s current 
level of around 1 per cent., but not one that should cause concern if due 
allowance be made for the rapid pace of change continually going on in the 
American economy, and for the corresponding high mobility of labour. 


OvuTPpuT LOWER—BUT CONSUMPTION STABLE 

The shape of the recession of the past eighteen months can be gauged from 
a few basic figures, which also augur reasonably well for recovery in 1955. 
The gross national product has fallen from its rate of $3607 billions a year in 
mid-1953 to a level of around $356 billions in both the second and _ third 
quarters of this year, a reduction that is proportionately much smaller than 
the fall in the index of industrial production. Wages and salaries together 
fell from $211 billions to $206 billions between the same periods. 

This decline in national output and earnings has not, however, led to any 
consequential fall in consumption. Retail sales have, in fact, increased 
slightly, from a level of $14,385 millions in July, 1953, to $14,390 millions in 
July of this year; and since then they have been tending to rise in response 
to normal seasonal influences. Another indication of the resilience of con- 
sumption is that in the twelve months to last July the amount of consumer 
credit outstanding rose by $250 millions, to the huge total of $27,830 millions. 
The modest increases in these figures are not, moreover, the result of increases 
in retail prices. The index of retail prices has actually been falling slightly 
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over the last eighteen months, from 210.1 in July, 1953, to 209.6 in July, 1954, 
since when it has remained steady at around this figure. 

The fact that consumption has remained steady while output has fallen 
naturally means that demands for capital purposes must have declined. 
Domestic fixed investment may have been smaller; the United States may 
have been investing less abroad through a surplus in its current balance of 
payments; or resources must have been made available by a reduction in 
inventories. 

Total domestic fixed investment seems in fact to have remained at a fairly 
even level, though there has been an important change in its composition. 
The amount invested by firms in plant and equipment this year, according to 
an official estimate, will amount to $26.8 billions. This total compares. with 
the record level of $28.4 billions attained in 1953 and with a 1952 total of 
$26.5 billions. Capital expenditures by business, however, comprise only a 
part of total domestic investment; and, while precise figures are not avail- 
able, it appears that a great deal of the shortfall i business investment was 
offset during the past year by an increase in house-building. In October 
housing contracts were at the record level of $851,800,000, no less than 34 per 
cent. above their value in October, 1953; and the number of houses actually 
started rose from 96,700 in July, 1953, to 112,000 in July of this year. This 
was in part a result of an extension of the mortgage facilities provided by 
Government agencies. Applications by buyers of private houses for such 
facilities in October were, at close on 60,000, more than twice as large as a 
year previously. This shows plainly that the housing boom continues, and 
by now it may well have fully compensated the decline in investment in plant 
and equipment by industry. 

There appears to have been equally little net change in foreign investment. 
The rate of surplus on the balance of payments on current account in the 
first half of 1954 was only slightly smaller than in 1953, at around $2,600 
millions. The surplus on visible trade, which fell from about $2.5 billions in 
1952 to $1.4 billions in 1953, has been widening again this year. In the first 
half of the year it amounted to just over $1 billion. Imports into the United 
States between January and June were 7 per cent. below imports in the 
corresponding months of 1953, while exports from the United States have 
shown a tendency to increase—probably in part a result of the easing of restric- 
tions on dollar imports that has taken place in Europe and the sterling area. 

It seems evident, therefore, that the reason why consumption could be 
kept up despite the fall in output lies mainly in the course of stocks. Over 
the twelve months from the peak reached in September, 1953, the value of 
manufacturing and trading inventories declined by $4,300 millions, from $82.0 
billions to $77.7 billions. The Department of Commerce has recently stated that 
whereas economic activity as a whole is now holding steady at about the level 
maintained since last spring, “‘ trimming of inventories continues as a deterrent 
to production in the durable goods industries’. It points out that while in 
the earlier period much of the liquidation of stocks had been confined to raw 
materials, in recent weeks the reduction has been particularly marked in 
stocks of semi-manufactured goods. To an even greater extent than the 
downturn of 1948-49, that of 1953-54 has been an inventory recession. 
Meanwhile, the flow of new orders for manufactured goods has been steadv 
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at between $22.5 billions and $23 billions a month since March. <A time must, 
therefore, come when the erosion of stocks in the face of the maintenance of 
demand and consumption will lead to a general recovery in industrial pro- 
duction. The sharp revival in steel production and the recovery in the index 
of industrial production—modest as that has been so far-—seem to suggest that 
the turning point has in fact occurred already. 


IMPACT OF THE BUDGET 

A major factor in the causes of the recession of 1953-54 was the trend 
in the finances of the Government itself; but it does not appear likely that 
the Federal budget will continue to exercise a contractionist influence on the 
economy in coming months. For the fiscal vear to June 30, 1953, the total 
cash operations of the Iederal Government had vielded a deficit of $5,270 
millions. In 1953-54 this was succeeded by virtual equilibrium in Federal 
finances, the year closing with a small cash deficit of $220 millions. The 
principal cause of the virtual elimination of the deficit was a fall in budget 
expenditures, which last year were $63 billions less than in 1952-53. But in 
the current fiscal year there have come into effect substantial concessions in 
both corporate and personal taxation. Personal income tax liabilities are in 
consequence now running at about $4 billions less than a year ago; excise 
taxes have also been reduced, so that the American taxpayer will be paying 
about $6 billions less this year than last. The reduction in taxation will, 
however, do little more than keep pace with cuts in expenditure, particularly 
on the defence services. As far as can be foreseen at this moment, when the 
fiscal year still has seven months to run, the approximate equilibrium achieved 
in last year’s budget is likely to be repeated in 1954-55. 

But whilst the influence of the budget appears at present to be a somewhat 
neutral factor on the course of American business activity, that influence 
may well not remain neutral. Looking forward to the budget for 1955-56 
now in course of preparation, it seems probable that the political divisions 
now existing between the Administration and Congress will have an important 
effect. Preparations for the Presidential elections of 1956 will begin almost 
immediately; and this will create a situation in which new fiscal concessions 
will be more readily granted than would have been the case had the Republicans 
retained control of the Senate and House committees. 

It is, however, on foreign economic policy that Democratic control of 
Congressional committees is likely to have the most substantial and, from the 
point of view of the non-dollar world, the most beneficial effects. The most 
significant change in this context will be in the chairmanship of the Ways and 
Means Committee of the House of Representatives. In the last Congress this 
was held by the Republican representative for New York, Mr. Daniel Reed, 
who as a member of the Randall Commission made fundamental reservations 
on its recommendations, and has until now been excellently placed in Congress 
to check the implementation of those recommendations. His place is being 
taken by Representative Jere Cooper, who comes from the Democratic South. 
Mr. Cooper immediately declared himself a strong supporter of the reciprocal] 
trade programme and suggested that the recommendations of the Adminis- 
tration for a more liberal trade policy should have early consideration. The 
finance committee of the Senate will probably be under the chairmanship ot 
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Senator Byrd from Virginia; he was one of the members of the Randall Com- 
mission who concurred without any reservations in its proposals for a 
liberalization of foreign trade. 

Despite these favourable portents, 1t would be unwise to count on any 
sudden or sensational relaxations in American foreign economic policy. The 
uncompromising representatives of protectionism will not collapse at this 
change in political control of Congress nor will their lobbies in Washington 
cease to function. But at least the policy of the President will now be 
meeting a generally sympathetic reception in the legislature. A sign that the 
Administration will also be aided in implementing existing foreign trade laws 
in a liberal manner may indeed have already been shown. A contract to the 


value of St million for turbines for the Table Rock Dam has been awarded to’ 


the English Electric Company. The company’s bid was only 11.8 per cent. 
below the lowest American offer, and until now the Buy American Act has 
been interpreted to give domestic manufacturers preference so long as their 
bids are not more than about 25 per cent. above those of a foreign competitor. 


SIGNS OF MORE LIBERAL TRADE POLICY 

Other signs of a more liberal trading policy have become apparent in the 
L'nited States in the past month. The Administration has announced that it 
is to negotiate an agreement on reciprocal tariff concessions with the Govern- 
ment of Japan, and that all such concessions will be extended to other signa- 
tories of the General Agreement on Tariffs and Trade entering into tarnff 
negotiations with Japan. Even though most of the tariff concessions that the 
United States can make to these countries under the present form of the 
Reciprocal Trade Agreements Act have been exhausted, it is evident that this 
offer, which incidentally refers to such sensitive items as tuna fish, optical 
voods, cotton cloth and silk fabrics, reflects a liberal intent that might not 
have been forthcoming had the Republicans still been the party in control of 
Congress. The Reciprocal Trade Agreements Act must indeed be renewed 
before June next year. This renewal will constitute perhaps the most signi- 
ficant aspect of America’s foreign trade policy, for it is under this Act that 
American tariff concessions since the mid-’thirties have been negotiated. In 
retrospect, it has been truly providential that the last renewal of the Act 
was for only one year. Its more permanent form will be shaped by a decidedly 
more free-trade minded Congress. 

The outlook for the total dollar balance of the non-dollar world in coming 
months suggests little change. It seems unlikely that the United States will 
be losing gold next year at the rate sustained in 1953, when the non-dollar 
world made notable additions to its gold reserves largely as a result of a net 
outflow of $1,163 millions of gold from the United States. Foreign economic 
aid is dwindling and will continue to do so. On the other hand, it seems 
reasonable to assume that military expenditure, both on troops stationed 
overseas and on off-shore purchases of military equipment from non-dollar 
countries, will continue at very nearly the rate maintained in recent months. 
Military expenditures by the United States overseas amounted to nearly 
$2,500 millions in 1953; in the first half of this year they totalled just over 
$1,200 millions, thus substantially maintaining the pace of 1953. Off-shore 
purchases and other “ military transfers ’’ under aid programmes amounted to 
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$4,280 millions in 1953, and the corresponding figure for the first half of this 
year was just over $1,800 millions. There has thus been no serious decline. 
Where a decline is occurring and will persist is in United States economic and 
technical assistance. Last year such aid amounted to $1,116 millions and 
this year it is running well below that rate. 

The total of United States foreign aid and special expenditures overseas is 
thus still running at a figure many times that of the net deficit incurred in 
the U.S. balance of payments in 1953, as reflected in net exports of gold. It 
has been concluded in some circles that the moral is that notwithstanding the 
marked easing in the shortage of dollars in the outside world, the hard core 
of the dollar gap in fact remains—and that were it not for such adventitious 
factors as military assistance, including off-shore purchases, the world would 
rapidly return to a state of fundamental and persistent disequilibrium with 
the dollar. 

In this extreme form, this argument contains the grossest of statistical 
fallacies. It is quite wrong to deduct the value of off-shore purchases in 
order to measure the true potential dollar balance on commercial account of 
the countries in which those purchases have been made. The military equip- 
ment delivered under these contracts may in large part have been manufac- 
tured of materials that themselves had to be imported; and its production 
must have taken up resources that would otherwise have been available for 
other uses, possibly including exports on commercial account. American 
expenditure on military establishments abroad results more plainly in a net 
improvement in foreign countries’ dollar accounts, but at present it appears 
that earnings from this source will be maintained in coming months, and may 
even increase. American troops stationed in Germany will, for example, 
before long become the sole charge of the United States Government; and 
construction 1s now under way of the new bases in Spain. 

On commercial account, the increase in the trade surplus of the United 
States in the first half of this year should soon be checked, and reversed. If, 
as this article has postulated, production and inventories do soon swing 
into a more marked recovery, imports also should begin to rise again- 
quite apart from the effect of any liberalization of trade barriers. And there 
appears to be no obvious reason why United States exports should go on rising, 
unless indeed the quantitative restrictions against them are virtually abolished 
altogether. All in all, therefore, the prospect for the balance of payments of 
the United States in the near future is, to say the least, far from threatening. 

For Britain and Europe, the moral of these diverse considerations should 
be clear. The outlook for the 84th Congress, for the domestic economy and 
for the balance of payments all lead to the conclusion that the America of 
1955 and 1956 beckons a little more benignly to the countries slowly travelling 
the road to convertibility. It offers the promise of a continued recovery in 
industrial production and of well maintained demand both for domestic and 
imported goods. The embarrassingly exuberant welcome given by Wall 
Street to the new Congress suggests that this is the view confidently held by 
American business itself. In addition, this post-election America bears the 
promise of a more liberal shift in foreign economic policy and of a dollar at 
least as abundant in the non-dollar world as it has been in the past eighteen 
months. Only the most impatient and irrational optimist would ask for 


and expect more. 
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How Have Personal Savings Risen ? 


ERHAPS the most far-reaching development in the British economy in 

the past three years or so has been the revival of private, and especially 

of personal, saving. The fact of the revival can be observed empirically 
at many points, but for guidance upon its total extent, and notably upon the 
size of the constituent personal savings, it 1s necessary to rely upon the esti- 
mates of the national income statisticians. The empiricists, viewing the 
magnitude of these estimates of personal savings—they are said to have 
risen from {102 millions in 1950 to £870 millions by 1953——express astonish- 
ment or even disbelief. Their scepticism 1s excusable, for the good reason 
that it is impossible to identify and point to all the channels through which 
these savings have passed and the several forms in which they are held. 

Any lighting of this obscurity is clearly of great value, and last month 
some extremely important light was shed from a statistical sphere that should 
be the best-lit of all for this purpose. It came in a paper* by Mr. C. T. 
Saunders, of the Government’s Central Statistical Office. Mr. Saunders was, 
of course, speaking in a private capacity, but his thinking must reflect his 
knowledge of official investigations and sources, and his own figures may be 
presumed to be in principle consistent with those displayed in the Official 
Blue Book. His conclusions accordingly merit close attention; but before 
they are considered in detail it may be useful to outline the general pattern 
and significance of the revival in private savings as a whole. 

In the early post-war years, the dearth of private savings meant that the 
country’s investment had to be financed to a very large degree by “‘ public ”’ 
saving—forced saving through a “ disinflationary ” budget surplus. Inevitably, 
that surplus was never large enough to ofiset fully the inflationary pressures 
emanating from the shortfall of private savings; and, given the greatly 
swollen level of Government expenditure, even the inadequate surplus could 
be attained only by maintenance of extremely high levels of taxation. The 
consequences were continually rising prices and near penal rates of taxation, 
which themselves in turn naturally tended to discourage private saving. It 
seemed as if post-war economics had saddled Britain with a vicious circle 
of inflation. 

The revival of private saving, once achieved, has correspondingly ted upon 
itself. In one sense, 1t has been the whole means of the check to inflation; 
and it has permitted at the same time some reductions in rates of taxation 
and a very notable reduction in the ratio of taxation to total income. It has 
done this, moreover, in the face of rising Government expenditure and an 
Increase 1n total investment. And it has obviously played a big part in the 
sustained boom im the stock markets. It has accordingly been largely 
responsible for the renewed functioning of the springs of the private enterprise 
economy—the supply of capital from private sources to finance industrial 
expansion. It is still too soon to be certain that this major change in the 
post-war patterns oi saving will endure. But it is a trend towards the tradi- 
tional pattern, and it is at least reasonable to hope that the sombre prospect 
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* “The Pattern of Savings and [Investment ’’, a paper read before the Manchester Statistical 
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that. presented itself a few years ago was a reflection less of fundamental 
social changes than of post-war abnormalities. 

Second only in significance to the expansion of private saving itself is the 
change that has taken place in its composition. The low level of private 
saving available for new investment in the early post-war years was in part a 
result of the strain upon company savings of provision for stock replacement at 


ever-rising prices. 


of net personal saving. 
which official estimates of investment were highly tentative) until 1952, the 


‘personal sector’ as a whole 


But the most striking fact was the virtual disappearance 
Throughout the whole period from 1948 (before 


persons, unincorporated businesses, farmers 


TABLE [ 
THE FINANCING OF INVESTMENT 
(4 milhons) 
Public Central Local Resi- 
Persons Com- Corpora- Govern- Authori- dual Petal 
panics tions ment ties error 

funds available forinvest- 1938 is 290* [50 75 383 
ment 1945 30 Iil4 S2 747 LOO O 2013 
19490 10 Q72 131 775 [21 25 1904 
1950 75 1372 1249 $50 OT 24 2556 
1951 173 1075 176 740 S2 25 2874 
1952 515 1100 157 135 Q3 12 2321 
1953 722 131% 1S6 24 137 50 26384 
Less tixed domestic capital 1938 1Q6 600 
formation (gross) 1945 216 500 [So 105 386 1396 
1949 2360 540 204 11 307 1544 
1950 241 O17 254 123 fie 1652 
IQO51 205 22 301 [52 403 rSOH6O 
1952 201 O28 4O7 17 543 200b 
1953 350 O60 401 2¥2 O14 2333 
Less increase in value of 1935 So 
stocks (including stock 1948 O4 390 32 > 1795 
appreciation) 1949 OO -I50 33 50 235 
1950 1O4 {10 i 4 Q4 $34 
LQ51 105 903 Sq 165 £350 

[Q52 3 Qo 43 44 - 
19053 60 07 ro tS 126 
Equals net acquisition of 1938 - 23) 70 
financial assets plus net 1948 349 215 130 Se 286 139 
overseas investment 1949 315 2 37 iOo 720 206 25 1S5 
1950 270 345 174 S30 315 24 $40 
195! 290 153 269 {20 — 351 25 - 342 
1952 224 502 263 104 150 I2 255 
1953 306 559 280 37 17 59 225 


[Includes Public Corporations. 


and the life offices—was saving substantially less than it needed to 


finance its 





domestic purchases of fixed assets and the increase in the value of its stocks 
(including here any appreciation caused by rising prices). The upshot had to 
be a corresponding depletion of financial resources in this sector, on the scale 
shown in Table I. In 1948 and 1949, moreover, it ran down not only its 
financial assets but its total assets as well; the “net funds available for 
investment ”’ as defined in Table II became negative. 

It is accordingly no exaggeration to speak of the increase in personal 
savings that has taken place since 1951 as a veritable resuscitation of personal 
thrift. Personal saving after provision for taxes on income is estimated to 








344 THE BANKER. 





have risen from {102 millions in 1950 to £237 millions in 1951, £706 millions 
in 1952 and £870 millions in 1953. And the actual funds available for invest- 
ment rose from £75 millions in 1950 to £173 millions, £518 millions and £722 
millions in the succeeding years, despite the fact that the Government con- 
tinued to take more from “ persons ’”’ in capital taxes than it distributed to 
them in special capital payments. The extraordinary increase achieved in 
1952 and 1953 meant, as a glance back at Table I shows, that persons and 

TABLE II 

[HE COMPOSITION OF PERSONAL SAVINGS 
(4 millions) 


1935 1940 LO4Q 1950 Ig5l 1952 1053 
1. Personal saving after provision tor tax 
on income... sa es —» ge 245 Q5 102 237 700 570 
2. Plus additions to tax reserves i 5 60 4 66 62 34 31 
3. Plus capital transfers received + 330 105 97 68 55 49 
1. Less taxes on capital paid... +s 7S I44 254 Igo 194 159 166 
5. Funds available for investment .. 168 491 10 75 173 518 722 
Acquisition of physical assets : 
6. Karms— 
(a) Fixed capital formation + (7) (34) SI 79 86 8o 70 
(6) Increase in value of stocks ea (30) 41 12 49 40 40 
>. Other unincorporated enterprises 
(a) Fixed capital formation (gross) (64) (40) [Ol 111 [23 110 1O5 
(U) Increase in value of stocks - 20) 28 62 146 43 20 
Ss. Personal expenditure on new housing 
gTOss) Ka Sa Na os bay 49 54 51 59 101 172 
Q. Lotal acquisition of physical assets .. 1096 [39 305 345 403 204 {16 
Acquisition of financial assets: 
10. House mortgages with Building So- 
cleties 
a) Repayments a r e S7 [21 iol [bg 1609 160 Lob 
b) Less advances _.. - — rs 276 270 268 266 295 
Net liquidation of debt - a 50 7 [15 106 99 1006 [32 
11. Life assurance: increase in funds 
(a) Ordinary business a Se 38 69 95 IO] [12 127 105 
6) Industrial business oP 22 42 31 32 22 22 22) 
Total... a a a bo I1t [26 133 134 149 157 
12. Private pension schemes: increase in 
funds.. - = - .. (20) 30) 60) (75) 90 (100) = ‘(110} 
13. ‘Small savings "': increase 1n funds 
(a) National Savings 57 518 OF 7 I - 80 — $5 
(b) Friendly Societies 5 5 2 2 3 4 4 
c) Collecting Societies - 5 9 LI LI 11 7 7) 
7?) Building Societies— shares and 
deposits = re iu 43 49 gd 110 Q7 1138 157 
retai_—ti. . i i + ie 581 172 116 112 49 123 
14. Increase in net personal bank deposits 201 26 14 - 26 60 82 
15. Total of identified pavments above 
(9 fo 14) “a ' 336 995 522 549 674 546 756 
160. Unidentified payments (5 less 15) .. —168 504-532 -474 -—50I - 28 O4 


17. Net change total in assets + .. 168 491 10 75 “173 518 722 
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unincorporated businesses were accumulating considerably more than they 
needed to finance their total capital formation, so that the large sales of 
financial assets that had been necessary in earlier post-war years were 
dramatically reversed. The personal sector could once again play a substantial 
part in providing finance for investment in other sectors of the economy. 

Thus much the private observer has been able to glean from the official 
estimates of National Income and Expenditure. The figures of personal 
saving are admittedly the most tentative of all the estimates in the Blue Book, 
since they are not susceptible of direct measurement and must accordingly be 
calculated as a residual after accounting for all other forms of national income 
and expenditure. The element of guesswork present in these calculations is 
evidenced by the substantial revisions that the Government statisticians 
periodically make. But despite these uncertainties, there is no real ground 
for questioning the validity of the broad picture of expanding personal savings 
that the estimates have shown for the past three years. The economic trends 
of those years, as has been suggested at the outset of this article, can them- 
selves be explained only in terms of a very considerable expansion in private 
savings as a whole. Since the official estimates of the savings of companies 
and public corporations are compiled on specific information they are unlikely 
to be gravely inaccurate; and unless there has been veryl arge understatement 
in that category, the savings of individuals are unlikely to have been hope- 
lessly overstated. 

The interest in Mr. Saunders’ recent analysis lies not, therefore, in any 
confirmation of the broad trend in the total savings of the personal sector— 
Mr. Saunders indeed attempts no improvement or revision of published 
oficial estimates—but rather in its discussion of the actual forms that the 
increase in personal saving has taken. The Blue Book and other sources of 
official information provide a quite inadequate guide to the relative importance 
of the various channels of individual saving; and now that so much progress 
has been made in improving statistics of production and use of resources 
there is a crying need, in Mr. Saunders’ words, for “ much more intensive 
study of transactions in financial assets’”’. Better information about the 
forms that personal savings take would, he points out, shed light not only on 
the extent to which thrift is spread throughout the community—by showing, 
for example, the extent to which new saving is offset by dissaving—but also 
on likely future trends in the pattern of investment. : 

The gap in existing information about the forms of personal savings is 
unfortunately immense; it is reflected in the size of the “ unidentified pay- 
’’ item in the penultimate line of Table II. This item comprises the 
difference between the estimate (derived from figures in the Blue Book) of the 
net funds accruing to the personal sector and the sum of all identifiable forms 
of personal saving. These forms include the acquisition of physical assets— 
fixed assets, stocks and new houses; net saving through building societies 
(repayments of mortgages minus new advances plus the increase in shares and 
deposits); net saving through life assurance and pension schemes (measured 
by the increase in funds); and net saving through savings certificates, defence 
bonds, the post office and trustee savings banks, friendly societies and trade 
unions, and collecting societies. 

In 1952 and 1953 the difference between the saving accounted for through 
these channels and the total funds officially estimated to have become avail- 
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able to “ persons’ was not, proportionately, large; but in earlier post-war 
years it was consistently over £440 millions, and from 1946 to Ig5I ranged 
remarkably closely round £500 millions. ‘“‘ Perhaps the most striking feature 
of the table ’’, says Mr. Saunders, “is that the changes in identified forms of 
saving (except stocks and private housing) are remarkably constant from year 
to year. In particular, they contribute very little towards explaining the 
ereat increase in apparent total personal saving in 1952 and 1953 compared 
with earlier years’’. But the mystifying factor is not only that “ most of 
the volatile elements in personal saving and dissaving are concealed within 
this statistical residue ’’; it is also that before 1952 the volume of dissaving 
through unidentified channels was regularly large enough very nearly to offset 
the volume of saving through identifiable channels, which consistently 
amounted to some 6-7 per cent. of national income. 

Two questions immediately spring to mind. First, does the fact that the 
unidentified forms of saving were until 1952 very nearly as large as the 
identified forms necessarily imply that the basic figure, from which the 
unidentified savings are obtained as a residual, is bogus? And second, is 
there significance in the fact that in the two latest years the discrepancy has 
been so markedly reduced to less unreasonable proportions ? The statistician’s 
answer to the first question is a clear negative—the total can never be exact, 
but it is not “‘ bogus’’; and its trend is consistent with general economic 
observation. Is it then possible to track down the forms of saving (or rather 
dissaving) that are not accounted for in this detailing of the regular forms of 
capital accumulation ? Mr. Saunders makes a painstaking attempt to do so, 
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His conclusion is, perhaps inevitably, that information about changes in 
personal assets is simply not sufficient to permit of any answer to the riddle; 
and his analysis suggests the fields in which additional data are most needed. 
Moreover, inconclusive as it is, the exercise does offer some guide to the kind 
of policy that is required if the increase in personal saving is to be sustained. 

The problem set by Mr. Saunders’ analysis is, then, to lccate the sources 
through which personal savings were liquidated in the earlier post-war years 
and to explain why, in 1952 and 1953, such dissaving abated to what was, 
proportionately, a trickle. Mr. Saunders lists the main channels not included 
in his statistical reckoning through which dissaving by the personal sector 
can take place. The most important comprise: sales of securities to investors 
outside the personal sector; sales of assets overseas; an increase in financial 
liabilities, of either individuals or personal businesses, to creditors in the 
corporate sectors; sales of fixed assets to other sectors; and reductions in 
personal holdings of currency. 

It is information about transactions of these kinds that is most seriously 
inadequate; but the figures that do exist, supported by simple observation 
and conjecture, appear on the whole to confirm at least the trend of dissaving 
that is suggested by Mr. Saunders’ analysis. Average circulatio1 of notes 
and coin with the public is estimated to have fallen in 1947 and 1048 and to 
have risen, at a gradually increasing rate, in subsequent years. The volume 
of consumer credit taken up by individuals has certainly been rising to record 
levels in the past two years; but the much larger volume of credit outstanding 
in the name of shops and businesses to their bankers and suppliers almost 
certainly declined in 1952 and 1953, from fairly high levels, as retail sales 
received a significant check after years of steadily rising turnover. 

None of these influences could, however, have possibly accounted for the 
dissaving to the extent of £500 millions, year in year out, until 1952 and then 
a drop to a mere £28 millions. Dissaving on a scale approaching the massive 
liquidation of those earlier post-war years could, just conceivably, have taken 
place (principally) through net sales of securities and sales of other assets 
overseas. But the available evidence, slight as it is, suggests that dissaving 
through these channels never reached such a scale. Neither are there any 
conclusive signs that sales of gilt-edged to the Government and corporate 
sectors by the personal sector (including, be it remembered, the life offices) 
were on balance large in the earlier post-war period. There appears to have 
been some reduction in the volume of company securities held by persons, 
their businesses, and life office funds since the end of the war, but this cannot 
have been appreciable, if only because the demand for industrial securities 
does not extend widely outside the personal sector itself. 

The impression that is left is, indeed, that the most significant form of 
personal dissaving since the end of the war may have been the transfer of 
securities and other assets to residents overseas. It may be confidently 
assumed that the major part of the foreign investments that were realized in 
the early post-war years were held by persons; so that the personal dissaving 
resulting from, for example, the sale of the Argentine railways may well have 
exceeded {100 millions. The new investments made abroad since the end of 
the war have, in contrast, been made primarily by companies. 

Mr. Saunders is clearly right when he states that without further data 
it is impossible to make any reasonable estimate of the forms of personal 
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dissaving in the years 1946-51, and consequently impossible also to offer any 
fully satisfactory explanation of the manner in which personal savings have 
increased in the past three years. Personal savings through the generally 
recognized channels that are set out in Table II have, as has been noted, 
varied remarkably little since the end of the war (though they did increase 
significantly in 1953). This makes it all the more intriguing to know which 
were the assets that individuals and their businesses suddenly stopped 
liquidating in 1952. 

Be that as it may, there need be little doubt about the factors that were 
broadly responsible for the discontinuation of dissaving. Liquidation of 
capital assets is prompted above all by two factors: penal rates of taxation, 
and a steady fall in the value of money. These are both influences that 
put a premium on eating into capital for present consumption rather than 
preserving it for future income. In the past two years the faith of the owner 
of capital has been very notably restored. Admittedly, rates of taxation 
have been cut but little and the value of money has still fallen slightly; but 
the dismal progression of ever-rising taxes and ever-higher prices has been 
broken—interrupted, though perhaps not destroyed. In this context, the 
prospects are at least as important as present conditions. While confidence 
in the future remains, then, the economy should be spared further large liqui- 
dations of capital from those unidentifiable sources; and the total net rate of 
personal saving may continue to run at the very respectable levels that 
have in fact been maintained by savers through the more orthodox and 
positive channels ever since the end of the war. 
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Getting Rid of Endorsements 


cheques, briefly touched upon in these columns last month, has since 

then had its most important public airing so far—and has simultaneously 
been subjected to intensive re-examination behind the (almost) closed doors 
of the banks themselves. This widespread public interest, which has extended 
to all the principal commercial and professional bodies most clearly concerned, 
has been stirred up by the energetic efforts of Mr. Graham Page, M.P. for 
Crosby, in preparation for his hoped-for introduction of a private Member’s 
Bill in the new session of Parliament. It is now certain that the discussion 
will proceed much further—and probably to a solution, though the form of 
any solution is still quite open. 

At this stage, therefore, before opinion has crystallized, discussion ought 
not to be focused exclusively upon Mr. Page’s specific proposal but should 
take full account of the earlier discussions among experts and should test its 
merits against other proposals that have been advocated for the same broad 
objective. This, from first to last, is the saving of time and trouble for the 
cheque-using community and for the banks themselves—to the extent that 
this can be done without impairing the safety of the mechanism of payments 
and without unreasonably exposing bankers to additional risk. 


[cre problem of getting rid or reducing the need of endorsements on 


EARLIER PROPOSALS 


The possibility of dispensing with all or part of the work of endorsing and 
examining the endorsement on cheques has been canvassed in banking and 
kirdred circles since the early ‘thirties. Five years ago the discussion took on 
a new note of urgency, following the publication, in THE BANKER for July, 
1949, of Mr. G. O. Papworth’s project for a non-transferable instrument that 
would not need endorsement and the reply by Mr. L. C. Mather to that 
proposal.* At that time the advocates of reform were strongly influenced by 
the difficulties they foresaw in obtaining any change in the law, and so were 
concentrating upon schemes that would not necessarily require any such 
change. By coincidence, however, there had also appeared just previously a 
letter and article in the Accountant, which had led the Bankers’ Magazine to 
examine the possibility of abolishing the endorsement on the existing cheque 
form by agreement between the banks with the support of some protective 
change in the law. These discussions stimulated the banks to appoint a 
special joint sub-committee to examine the various suggestions. This sub- 
committee, which reported in 1950, is known to have made a very thorough 
investigation, but its report was never published, possibly because at that 
time the attitude of the banks themselves to its findings was not unanimous. 
But as this was (and doubtless still is) the most authoritative and factual 
survey in existence, it is regrettable that it was not made available to inform 
the “‘ outside’ discussion, which has proceeded intermittently ever since. 
Some of this discussion, however, has seemed to have benefited from gleanings 








* As this issue of THE BANKER was being passed for press, a further proposal was received 
from Mr. Papworth; he explains it in the short article printed on page 357. 
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of some of the analysis made by the committee. At all events, it has explored 
a number of alternatives, including some that would involve legal change and 
some that would not, or might not. The latter have ranged from proposals 
for inter-bank agreements, whereby the collecting banker would indemnify 
the paying banker for the absence of endorsement, to suggestions for reducing 
the need for endorsements by changes merely in commercial practice—notably 
by the use of bearer cheques and “ A/c Payee ”’ crossings.* 

Now comes Mr. Graham Page’s plan, evidently inspired by Mr. Papworth 
and actually described in Mr. Page’ s circulated memorandum as “ the Pap- 
worth proposal ’’. But the new approach differs from Mr. Papworth’s original 
scheme; it does not contemplate any new instrument, or even any restriction 
of the legal negotiability of the cheque, but proposes a change in the law that 
would make the act of endorsement unnecessary on the great majority of 
cheques, coupled with a supporting new agreement between bankers. As 
the earlier discussion has plainly shown, there are three points that must be 
kept in mind in any examination of Mr. Page’s proposal. The first is that 
the general object of the bill can be achieved in more than one way. The 
second is that, however the object is attempted, there must be special care for 
the safety of the cheque process for the users (quite apart from the “ pro- 
tection ’’ of bankers). And the third is that throughout the debate there has 
been no good word for endorsement as such. 


ENDORSEMENT NO PROTECTION 


We may here take the third point first and, without excessive simplification 
of the legal complexities of the subject, underline two facts about endorse- 
ments. The first is that when a cheque is paid into the account of the payee 
(and 97 per cent. of cheques are so handled) there is no negotiation, except in 
the rare cases when the banker seeks deliberately to become holder for value, 
and therefore the ‘“‘ endorsement ”’ is not in the strict sense an endorsement 
at all (in that sense endorsement is an inseparable part of the process of 
negotiation, and cannot be said to exist without it). The only purpose the 
payee’s signature serves in such cases is that under the existing law and 
practice it enables the paying banker to obtain a good discharge by payment 
to a “ holder”’ (the bearer of a “ bearer ”’ ‘ order 
cheque endorsed in blank—is by definition the “ holder ’’). The second fact 
is that even on the 3 per cent. of cheques that are negotiated (usually a matter 
of “‘ cashing ’’ for somebody who has no account) the endorsement serves only 
a legalistic purpose of this kind, as distinct from a practical purpose. 

It is tempting to elaborate this point into a discussion of negotiability in 
general; stopping short of that it must be said that, however useful endorsement 
is on a bill of exchange, on the cheque passing through the banking system 
the paying banker has no means of ascertaining, and indeed no duty to ascer- 
tain, whether the signature on the back of the cheque he is paying is in fact 
that of the payee; and the collecting banker is in precisely the same pe 


—————e 








* A notable sequence in this more recent discussion was prov oked by an article by Dr. J. 
Milnes Holden in the Modern Law Review in January, 1951, advocating the use of a non- 
transferable draft with a receipt form on the back for the purpose of improving the safety of 
the mechanism of payments. This led Mr. P. E. Smart, among others, to protest that if added 
safety was needed, it should not be sought by a plan that w ould in effect reaffirm the practice 
of endorsement, and that it should and could be combined with abolition of endorsements— 
without the complication of a new form of draft. 
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as regards the third party cheque, 1.e. the cheque that has been negotiated 
to his customer. Each must see that the endorsement is “‘ regular’”’ rather 
than that the signature is the correct one; and the collecting banker is (quite 
properly) so concerned with regularity that if his customer John Jones pays 
in a cheque payable to James Jones, he will insist on his endorsing it ‘“‘ James ’ 
and (of course) will not question whether there is really a James Jones and 
whether his customer is entitled to the cheque at all. Both paying and 
collecting banker are protected against the consequence of forgery of the 
endorsement. 

Perhaps it is worth adding in this connection that (as Mr. Mead pointed 
out five years ago) even before the Bills of Exchange Act was passed into 
law some of the more far-sighted of its critics had protested at the association 
of cheques and bills in the same measure. It is this association, with its basis 
of negotiability, that has fixed the endorsement on an instrument where it is 
not needed; and it should be a fundamental of any discussion of measures 
for reform that some kind of reform must be possible where there is no rational 
justification of the existing position. 

But certainly the element of safety must not be neglected, the safety both 
of customers and bankers. At present the banks are reasonably secure, in the 
matter of endorsements, in the provisions of the Bills of Exchange Act 
(though, in the matter of cheques generally, they may be disturbed by the 
steady extension by the Courts of the meaning of “ negligence ”’ in the context 
of their protection under Section 82). The safety of the customer, as Dr. 
Holden remarked, is much less complete. The drawer of a crossed cheque nor- 
mally considers that instrument much more absolutely safe than it really is. 
If, as was suggested above, the endorsement does not protect the customer, its 
absence—at least on cheques paid in to the accounts of payees—will not 
increase his dangers. But it is valuable to test any proposals for reform by 
the degree by which they lessen the customer’s risks. If there is an appre- 
ciable increase in safety, with no increase in the banker’s danger, that must 
be a factor to add to the obvious case of economy. 


Mr. PAGE’S PLAN 


It is against this background that Mr. Page’s proposals can best be con- 
sidered. There is no need here to labour the principal argument against 
endorsements, that they are wasteful of time and effort. Mr. Page states 
that some 600 million cheques require endorsement each year and that about 
five-sixths of these endorsements require examination by both the paying and 
the collecting banker; that “‘ authoritative calculations’’ have shown that 
these examinations alone occupy 1# million man-hours a year at an annual 
cost of more than £500,000; that more than a million cheques are dishonoured 
each year for reasons connected with endorsements (other than receipt forms) ; 
that 13 million endorsements require confirmation each year by the banks, 
and 10 million cheques are endorsed by the banks themselves by special 
arrangement. The banks have said that they cannot confirm Mr. Page’s 
estimate of the cost to themselves of examining endorsements, and indeed 
there would be no such proportionate saving in staff as the man-hours con- 
sumed would arithmetically suggest. But the banks would obviously agree 
that time saved, even if no immediate reduction in staff is possible, is a good 
thing. Indeed, even if the banks could not expect any savings at all, but 
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substantial savings were in prospect for the users of cheques, the case for 
reform—so far as economy is concerned—would be established. And in 
practice no one doubts that this is so. 

The proposal itself is for an addition to Section 77 of the Bills of Exchange 
Act (which defines who may cross a cheque, and how) by an amending Bill 
in the following terms :— 


Section 77 of the Bills of Exchange Act, 1882, is hereby amended by the 
addition at the end thereof of the following paragraphs: 

A cheque which is received by a banker for collection on behalf of a 
customer of that banker (or of another banker whose agent that banker is 
for the purposes of that collection) and which is crossed specially to that 
banker either before such receipt or by him after such receipt shall be deemed 
for all purposes to be indorsed in blank by that customer at the moment that 


it is so specially crossed as aforesaid. 
A cheque so deemed to have been indorsed shall (as soon as it shall have 


been honoured) be evidence of the receipt by the payee named thereon of 
the sum of money for which the cheque shall have been drawn without 


incurring revenue stamp duty as a receipt. 

The references in Section 17 of the Revenue Act 1883 and in Section I 
of the Bills of Exchange (1882) Amendment Act 1932 to Sections 76 to 82 
of the Bills of Exchange Act 1882 shall be deemed to be and to have always 
been references to such Sections as amended from time to time.* 


One point on this wording should be noted at the outset: in these terms, the 
proposal appears to be a wider one than the first brief reports of it implied, 
and most subsequent public discussion has assumed. It is not limited to 
cases where the payee pays the cheque into his own banking account, since the 
endorsement ‘‘ deemed ”’ to have been made by the special crossing is defined 
as that of the customer for whom the cheque is collected, and not specifically 
that of the customer-payee. This provision would therefore extend to third- 
party cheques where the customer figures as endorsee. This is a material 
issue that does not yet seem to have received the attention it warrants; it will 
be discussed later in this article. 


PROBLEM OF CHEQUE-RECEIPTS 


Mr. Page circulated his proposals to the principal professional and com- 
mercial bodies and has since set out and commented upon some of the resultant 
criticisms—though several of these criticisms were made before completion of 
the draft Bill as now published and, in particular, before the insertion of its 
second paragraph. The most common objection, and one likely to provide 
the biggest obstacle to reform, was that the proposal would remove the banks’ 
supervision of the cheque-receipt procedure that is now so widely used—for, 
obviously, if that supervision were continued, the change would bring very 
little relief to the banks themselves. But, against this objection, it should be 
recalled that the present system provides. a signature that is only prima facie 
that of the payee: it may in fact be forged. Under the Bill, however, the 
procedure would be equivalent to the collecting banker’s guarantee that the 








* The effect of this third paragraph is to bring dividend and interest warrants and banker's 
drafts within the scheme, but not bills of exchange (other than cheques), postal orders or 
warrants drawn on the Paymaster-General. Mr. Page suggests that further amendments might 
be desirable to bring in some of these excluded instruments. 
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cheque had been credited to the payee; the second paragraph has been inserted 
primarily to ensure that this would be so. But this does not dispose of the 
objection so far as the 3 per cent. of negotiated cheques are concerned, and 
Mr. Page does not seem to be clear how cheque-receipts amongst this 3 per 
cent. should be dealt with. It would appear, however, that the receipt form 
could continue to be printed on the backs of cheques, and those drawers with 
a special interest in having orthodox receipts could ask their payees to com- 
plete them—as Mr. Page indeed suggests for the more elaborate receipts required 
by some special drawers such as insurance companies and publishers. And 
he remarks that “as such receipts would be for special purposes it does not 
seem unreasonable to relieve the banks of the obligation of examining them ’’, 
adding that the saving in manpower might make the loss of stamp revenue 
acceptable to the Revenue authorities (though they, of course, might see 
difficulty in granting this relief from duty unless they were prepared to extend 
it to all receipts). 

There is, of course, more than this to be said sive the cheque-receipt. 
There has, as every student of banking knows, been considerable controversy 
about the effect of the receipt on the “‘ unconditional ”’ nature of the cheque, 
and in such cases the bank commonly insists upon an indemnity from the 
customer against the risks to which it may be exposed if the order is deemed 
to be conditional, and therefore not a cheque. Where payment of the 
“cheque ’”’ is specifically conditional upon the correct completion of the 
receipt then the bank must obviously be responsible for seeing that it is 
properly filled in. But in other cases, nowadays the majority, where there is 
no condition involved (e.g. where the direction is in some such form as 
‘“ Endorsement of this cheque will serve also as a receipt ’’) the banker may 
escape that particular legal liability to enforce the completion of the receipt 
—though he will often be under contractual liability through acceptance of a 
mandate to this effect from the customer. 

In practice the bankers do, of course, supervise such receipts; but it 
seems certain that they would not support any reform if they were expected 
to deny themselves the benefit of it by accepting any responsibility for such 
receipts as continued to be used. Yet this is what some of Mr. Page’s critics 
seem to have wanted; and the conflict of interest is plain enough between 
large issuers and large receivers of cheques. But if the interests of the com- 
mercial community as a whole are considered it may be fair to ask the large 
issuers who are still wedded to cheque-receipts to take a wide view. The 
saving of man-hours in endorsement must be set against whatever incon- 
venience may result from a change in bookkeeping methods for some—generally 
large—concerns.’ And, in this connection, it may be added that there is already 
apparent some controversy in accounting circles as to whether the cheque- 
receipt is indeed a blessing. Some, having based their bookkeeping systems 
on it, say that it is; others contend that it causes dislocation in those receiving 
offices that have good conventional counterfoil-receipt systems, and may even 
encourage fraud in such offices. This obstacle may not in the end prove so 
formidable as it appears at first sight. 


A New INTER-BANK INDEMNITY 


The proposals as contained in the Bill itself have also been attacked on 
the ground that endorsement would still be needed on negotiated (‘‘ third- 
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party ’’) cheques, so that the paying banker would still be obliged to look at 
the back of every cheque in his clearing in order to spot and scrutinize the 
‘3 per cent... Mr. Page replies that his plan does not rest alone upon the 
Bill but equally upon a proposed important change in the arrangements as 
between the banks themselves. In short, he incorporates the indemnity 
proposals that others have suggested could provide the whole reform. The 
banks, he suggests, should agree amongst themselves that the collecting 
banker is in all circumstances responsible for the regularity of the endorse- 
ment, so that in the case of a claim against the paying banker the collecting 
banker would indemnify him, and the paying banker would not need to 
examine any endorsements in the clearing at all. The banking routine of 
this would be simple enough. The collecting banker would examine all the 
cheques in his customer’s credit to see that they were payable to that customer; 
if so, he would net need to turn any over; and only the few payable to third 
parties would need to be scrutinized for the endorsement (of the third party). 

In this context the point has been made that in many cases the payee’s 
name is not correctly stated: the multiple stamps used by many companies 
to cover every conceivable variation of their names are eloquent testimony to 
the capacity of drawers to get the name wrong. Probably this is a larger 
difficulty in theory than it would be in practice. In the majority of cases it 
is apparent that a mistake has been made, and the fact that a reputable 
customer has in his possession a cheque payable to a name very like his own 
would be a reasonable indication that it had in fact been intended for him. 
But Mr. Page goes further, and resting on the words “ for all purposes ’’ in 
his Bill, brings in Section 32 (4) of the Bills of Exchange Act, which he argues 
provides the legal answer to this difficulty. 

The rest of the objections, and Mr. Page’s answers to them, may perhaps 
be summarized more briefly. He rightly considers that it would be an 
unnecessary elaboration to require the banker to endorse the cheque to the 
effect that the payee is his customer—an arrangement that some important 
bodies are apparently still requesting. To advocates of the alternative 
‘plan ’’ of promoting use of the bearer cheque crossed ‘‘ Not negotiable, 
account payee ”’ he effectively retorts that mere encouragement would not be 
enough to make it widely used, so that this “ plan ’’ would fall far short of 
the economy to be achieved by virtual abolition of endorsement. He dis- 
counts the deterrent effect that may at present be exerted by the fact that 
anyone who steals an order cheque must forge the endorsement. And he 
argues with force that his plan would serve as a greater deterrent to theft, 
because few cheques would require endorsement, and few would therefore be 
converted into bearer cheques before leaving the payee’s office en route for 
his bank. And exchange control markings could, he suggests, be made on 
the face instead of on the back of the cheque. 





CONFLICT IN THE BILL ? 


There are several points in Mr. Page’s explanatory memorandum that the 
banker must question (for instance, the suggestion that it is doubtful whether 
the crossing “account payee’ has any effect additional to that of ‘ Not 
negotiable ’’), but these are points of supplementary argument and are hardly 
material to the basic merits of his case. A much. more substantial criticism 
must be made, however, of the Bill itself. 
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As already noted, the Bill turns on the word “ customer” rather than 
(as had been expected) on the word “ payee’, which does not even appear 
in the main proposal, in the first paragraph. This leaves an apparent (and 
serious) conflict between the first and second amending paragraphs. The 
crossing is deemed to be the endorsement of the customer, but the honoured 
cheque is deemed to be evidence of payment to the payee. In 97 per cent. 
of cases customer and payee are the same; in the other 3 per cent. they are 
not, but there is nothing in the second and third amending paragraphs to 
restrict the effect of the first paragraph to the 97 per cent. Thus it would 
seem that a cheque that is negotiated and “‘ regularly ’’ endorsed would still 
be deemed to have been (further) endorsed by the customer, and would there- 
after become evidence of receipt of payment by the payee; and carrying the 
point only a little further, a cheque stolen before it had been endorsed, and 
thereafter endorsed with a forged signature, could be paid into a banking 
account and become evidence of a payment to the payee that he had not 
in fact received. 

There is clearly no increase of safety here, while there would be a con- 
siderable risk of uncertainty in the future about the real intentions of the 
law. The supplementary memorandum does not make it clear why the 
measure is drafted around the customer rather than the payee—it even 
contains some apparent contradictions on this point—but Mr. Page does 
point out that this form would have the advantage, to the banker, that no 
endorsement would be “‘ deemed ” in those rare cases where a banker collects 
a cheque for a person not his customer. It would seem that any such advan- 
tage is outweighed by the flaw here suggested. If this view is sound, it would 
not, however, strike at the fundamentals of the proposal; the Bill could 
without difficulty be redrafted around the payee. 


AN ALTERNATIVE CHANGE IN THE LAW 

But, as was said earlier, there are more ways than one of meeting the 
need for reform. The introduction of a non-transferable draft is one way— 
although, warmly as it has been advocated, this seems to have been voted 
down on the ground that it would not really be expedient in practice. 
Another alternative for which a good case can be made out, is to rest solely 
on the inter-bank indemnity that Mr. Page brings in simply to meet the 
practical difficulty that bankers would otherwise experience in dealing with 
the “‘ 3 per cent.’’.. That same indemnity, coupled with agreement to accept 
unendorsed cheques for the accounts of their payees, could in principle provide 
the whole reform. One proviso here, from the banker’s point of view, is that 
it might open the way to still further extension by the Courts of the meaning 
of “negligence under Section 82, thus curtailing the protection to the 
collecting banker against the risk of conversion; but experience suggests that 
this risk is concentrated so largely in the 3 per cent. of negotiated cheques 
that this proviso is a small one. 

In practice, however, it is virtually certain that the banks would not 
accept a reform without the support of legislative change. But here, too, 
there are various possibilities. Mr. Page has put forward one promising—and 
indeed ingenious—draft amendment, which in our judgment would be notably 
improved by redrafting around the payee. Another alternative that has been 
suggested privately to THE BANKER also seems to merit particular con- 
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sideration; it is specifically limited to cases where there has been no negotiation, 
and would incidentally meet the point just raised on Section 82. It is that 
a fourth sub-section should be added to Section 79 of the Act, on some such 
lines as these: 


Where a cheque is crossed to the banker collecting it for the account of 
the payee the paying banker shall not be deemed not to have paid in due 
course or in the ordinary course of business and the collecting banker shall 
not be deemed to have received payment negligently by reason only that the 
cheque has not been endorsed. 


This amendment would, of course, likewise be coupled with an inter-bank 
indemnity agreement. 

Legislation of this kind would have the merit of being simpler, and of 
holding fewer possibilities of unexpected consequences, than Mr. Page's Bill. 
The banks have shown sympathy for Mr. Page’s approach, but have not, 
apparently, yet expressed their opinion upon his draft amendment as such. 
Their only official statement so far is that if the “‘ necessary legislation *’ were 
forthcoming they would “ support the proposal subject to its receiving the 
support of the commercial community as a whole ’’; and they indicate that 
“necessary ”’ legislation may mean something more than Mr. Page proposes. 
The legal form, therefore, still seems quite open. 

It should be noted, however, that though an alternative of the kind sug- 
gested above may have superiorities over Mr. Page’s draft (and perhaps also 
over a redraft to limit it to customer-payee cases), there would still be one 
consideration that might weigh against it in the minds of some bankers. Any 
device that permits the mere omission of an endorsement, as distinct from 
one that creates a legal substitute for an endorsement, makes it impossible 
for the collecting banker ever to plead that he is a holder for value: if an 
order cheque is neither endorsed nor deemed to be endorsed, he cannot be 
even the holder. He cannot be more than the collecting agent, and so must 
continue to rely for protection upon Section 82. This will not seem a material 
objection to those who now take the view that the “holder for value” 
answer to a charge of conversion is virtually impossible to establish; but it 
will weigh with those who still feel comforted by this legal hope. 

On the score of safety, Mr. Page’s proposal, or the indemnity coupled 
with the protective amendment to the Act outlined above, or the inter-bank 
indemnity by itself, would all have the same considerable merit. The cheque’s 
most dangerous period is perhaps that between endorsement and actual paying 
into the bank; a cheque stolen in this state can pass a good title to any 
innocent third party to whom it is negotiated for value. If the 97 per cent. 
of cheques are never endorsed, theft of this kind is impossible; and it may be 
added that any change of the kinds now being discussed will almost certainly 
tend to increase that percentage still more. Moreover, all these proposals 
would leave untouched the principle of negotiability. Mr. Page argues that 
even though the percentage of negotiation is so small, negotiation is still 
something to be preserved—after all, the 3 per cent. does represent 18 million 
cheques a year. Even if this argument is not accepted by everyone, it is true 
that the cheque can, under these suggestions, still provide an easy means of 
transfer of money, even to those with no banking account. 
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The discussion will obviously continue, at least until Parliament has 
discussed the matter too. Whatever faults may be found with Mr. Page’s 
plan, its sponsor is to be congratulated, not only on having obviously put a 
great deal of work into a difficult matter, but also on forcing a much more 
public consideration of a long overdue reform. It is important that this 
impetus should not be allowed to peter out because of a refusal to grapple 
with the problem of receipts. If that can be solved, a satisfactory reform 
should be assured. 





A Further Proposal by Mr. Papworth 


The editorial article above was written without discussion with Mr. 
Patworth, but the alternative legal amendment suggested to us by a third 
party (discussed on page 356) was separately made also to Mr. Papworth, 
with the result that he has now framed a third alternative. This ts set out 
in his article below, which was sent to us just as this issue was being passed 
for press. No attempt has therefore been made to extend or adjust the 
editorial discussion to take account of the new suggestion.—ED. 


The favourable reaction by the public to Mr. Graham Page’s projected 
Bill will, it is hoped, induce the bankers to give their promised assistance in 
framing an amendment to the Bills of Exchange Act, 1882, to obviate the 
necessity for endorsements on the vast majority of cheques. Legislation of 
a simple nature is undoubtedly a better solution of the problem than any of 
the remedies suggested by me in THE BANKER of July and October, 1949, 
but at that time legislation was not even a remote possibility. Mr. Page’s 
well conducted canvass of the professional and business associations brings 
good prospects of an unopposed Bill. The proposed short amendment could 
be by the addition to Section 77 of a clause reading: 


Where a cheque is crossed to or by a specified banker it shall be deemed 
to have been indorsed by the holder who passed it to that banker for collec- 
tion; and where such cheque shall have been presented and honoured it shall 
be prima facie evidence of payment and receipt. 


This wording makes plain that the person who asks a banker to collect a 
cheque will be considered in a legal sense to have endorsed the cheque with 
rights of recourse to him in case of non-payment; it avoids complications that 
might arise from mention of such words as customer, holder for value, account 
of payee, agent for collection, etc. All the desired objectives would be 
achieved without the sacrifice of existing safeguards by the bankers or the 
general community. 

The practical gains that would follow the enactment of these few simple 
words can be briefly stated :— 


(2) The morning mail receipts in every business house and public office 
could be balanced promptly and paid in to their bankers; the cheques would 
no longer need to wait for endorsement at the convenience of some busy 
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senior executive who is always liable to interruption. Moreover, strange as 
it may appear, an unendorsed cheque is less vulnerable to misappropriation 
or theft than a cheque that has been endorsed and thereby made payable to 


the bearer. 


(6) The collecting banker would receive the cheques earlier in the day. 
The teller would require only to satisfy himself that the customer is named 
as payee on each cheque, or that any cheque that may have been negotiated 
to him by a third party can be traced back in case of need. Mis-spelt names 
of payees would no longer cause trouble; only negligence could lead to wrongful 
application. 

(c) The paying banker when dealing with his parcel of cheques from the 
bankers’ clearings would be able to concentrate full attention on the signatures 
of the drawers and the amounts, as there would be no endorsements. Under 
the present system endorsements are inevitably in some degree a distraction, 
as they call for meticulous scrutiny. 


(d) The return of cheques unpaid for technical irregularities in endorse- 
ments would cease, and much relief would be felt by the general community 
as well as by the bankers at the passing of this vexatious and costly pedantry. 


The main hindrance to a whole-hearted acceptance of the scheme seems to 
arise in connection with receipts printed on the backs of cheques issued by 
some large and influential customers who have saddled their bankers with the 
responsibility of seeing that the receipts are in order (even to the affixing of 
the 2d. revenue stamp) and who are unwilling to yield their advantage. Let 
it be recalled that when this practice was introduced some years ago it was 
resisted by bankers as being a debasement of the “ unconditional ”’ nature of 
a cheque, and also as an infringement of the principle that receipts ought to 
be the concern solely of the drawer of the cheques. The paid cheques are 
regularly sent to the drawer after they have been debited in account and are 
available for submission to his auditors. As the banks appear to have 
acquiesced in this shift of responsibility for receipts in a fair number of 
instances, it would now seem that the best method of surmounting the 
difficulty is by going to the root of the matter and enacting that when a 
payment is made by crossed cheque no other receipt is required: the second 
part of the suggested amendment is designed to gain this end. 

There is an apparent disposition in some quarters to disparage the estimated 
savings under the scheme, even though the possible banking savings have 
been calculated in detail in terms of the man-hours occupied in banks on 
work that would be eliminated, and have been modestly put at £500,000 
yearly. How much of this sum could be permanently saved in the banks by 
a rearrangement of duties and a slackening of recruitment is a matter for the 
various managements, but it cannot be contested that the elimination of 
endorsements would bring forward the day’s work in all banking offices by at 
least half an hour, and economies ought to follow. In business houses and 
public departments the time spent on signing endorsements on hundreds of 
millions of cheques yearly is estimated to cost not less than {1 million; the 
figure is anyone’s guess. Add to these savings the newly emerged possibility 
of eliminating receipts for payments made by cheque, and the total attainable 
economy will be seen to be worth any effort. 
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Investing in Invention 
Is Finance Keeping Pace with Industry ? 


By Graham Hutton 


) HE changes in Britain’s economy within the last fifteen years, as in its 
social patterns, have been rapid and extensive. As in all revolutions, 
those institutions which, like the Abbé Sieyes, “ have survived’’ are 

troubled by the time-lag, which necessitates adjustments still incomplete. 

Meanwhile, new institutions vie with the old in tackling new problems. Such 

a destiny has perforce overtaken the British capital market and the City. 

Little public attention has so far been directed to the changes in the 
patterns of financing new capital requirements of British industry—patterns 
that are being radically changed by the even more radical changes resulting 
from the newest industrial techniques. We have seen an extension of the 
principle—acknowledged before the war—that small and medium-sized 
industrial concerns needed new institutional media of finance in their develop- 
ment stages. We have seen new institutions coming to the fore to meet this 
need: not only the F.C.I. and the I.C.l'.C., but also those that now apply on 
a far wider scale the practice of hire-purchase to plant and equipment, or 
those that (through pre-existing institutions) will buy a freehold and extend 
a long lease back to the former industrial owner of that freehold. We have 
seen the life and other assurance companies go much more deeply (and 
thoroughly) into industrial equities, even providing in a variety of ways new 
capital for industrial concerns at short and medium term. Finally, we have 
seen an acceleration of the movement towards bigger complexes of industrial 
concerns. 

Yet while all this has been going on, the developments on the technical 
side of British industry have been equally rapid. I doubt, on the one hand, 
whether those responsible for decisions about the capital programmes of 
industrial concerns can really now appraise the magnitude of their needs of 
particular forms of capital over (say) the next ten years; and, on the other 
hand, whether those responsible for decisions about the furnishing of new 
capital can really now assess the suitability of alternative forms of financing 
to them as providers of capital. The implications for both these sets of 
institutions—the industrial utilizers of new capital on the one hand, and the 
institutional furnishers of it on the other—of the technical changes now in 
progress or soon to come are certainly much too complex (and debatable) for 
discussion in a single brief article. Their perplexing character can be sensed 
by a moment’s reflection upon, say, the contentious problems that may soon 
be posed to management and to organized labour by the fully automatic pro- 
duction unit. But I am concerned here to examine one gap in the structure 
for the furnishing of new capital: a gap that did not exist before the war, 
and one that seems to me to be opening wider and wider as new techniques 
are both developed by, and applied in, British industry. 

Anyone who carefully scans the changed pattern of our industrial produc- 
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tion in the last five years, compared with that prevailing fifteen years ago, 
notices the remarkable and unceasing growth in importance of scale and 
scope in our industries, of the degree of research and mechanization necessarily 
linked with them, of the rate of obsolescence or replacement of equipment, 
and of the extent of self-financing within the concern. By and large our most 
successful industries or enterprises have had no major problems of capital 
financing, whether from within themselves or from the market. But, likewise 
by and large, these have been the industries or concerns that were (a) big 
enough in scale and scope to command their own or others’ capital resources, 
(b) prepared—by research and mechanization or by organization such as a 
merger or fusion—to profit from post-war opportunities in the domestic or 
export fields, or (c) enabled, by a combination of new measures, to modernize 
their equipment. This is a self-evident proposition; they have been successful 
because they have been able to take the necessary measures to ensure success, 
But it provides some explanation of the widening disparity between, on the 
one hand, the “ newer ”’ successful industries and enterprises (e.g. the auto- 
motive industry, electrical apparatus, synthetic fibres, etc.), and, on the other 
hand, the sections or enterprises in the “ older ’’ industries that have not been 
so successful. There is, however, probably no reason for supposing this lack 
of success to be attributable to financial factors as such—after all, some 
sections and enterprises in the older industries (e.g. in cotton and wool textiles, 
footwear, pottery and porcelain) have already proved as successful as 
members of the “‘ newer ”’ industries. 

The emerging gap in financial facilities that worries me is, on the contrary, 
one that is peculiar to the “new” and the successful—or at least the 
potentially successful—and one that is the more disturbing because it seems 
as yet to be so little recognized in financial circles. I refer to the smaller, 
independent, mainly private concerns—most of them new, established after 
the war, and necessarily directed and staffed by younger men—that show 
eminently successful (though necessarily short) business records, in entirely 
new and highly technical, specific, pioneering industrial fields. Precisely 
because these concerns venture in such new and highly technical fields, there 
is little (if any) body of experience, available to the institutions of our capital 
market, by which their current and future successes can be judged. Their 
future, for example, is as cloudy with unassessable hazards as that of atomic 
energy in the hands of the State agency, but without the State’s ability to 
spread the risks over a contributing community. Their immediate past—a 
short past—shows remarkable achievements reckoned in pounds, shillings and 
pence, in profits, “ plough-back ’’, work in progress, backlog on the order 
book, rate of amortization of their peculiarly costly equipment, etc. But 
examination of their books by any potential institutional lender of new capital 
—whether at short or medium term—must, naturally, follow lines well laid 
down in other times and for very different fields of productive endeavour. 
Financial experts themselves would be the first to admit their own inability 
to assess the technical possibilities of an infant enterprise in the technological 
field to-day. And it is almost impossible to discover technological experts in 
the particular field who, themselves, are trained to turn their technical 
experience into terms that can be sufficiently grasped by a financial institution 
to be a sure basis of a “‘ proposition ’’. The key fact, moreover, is that many 
of the “‘ new ”’ enterprises, if successful, will show a rate of progress rarely 
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experienced in the past. And this is a fact that is hard to square with 
classical precepts for judging credit-worthiness. 

I cite an example from industrial electronics: the manufacture of electronic 
control and measuring instruments. Let us call the firm the Electronics Unit 
Ltd. Founded by three technical experts in their thirties with 50 workers, 
six years ago, it now employs 500 men and women in a leased modern factory. 
Its rapid growth—its success—is the main cause of its troubles. These are: 
its cumulative need of more working capital, despite the highest possible rate 
of ‘‘ plough-back ” from substantial profits; the piling-up of this need due to 
requirements of costly special equipment, to the peculiar training of its key 
men ‘‘on the job’’, and to rapidly expanding requirements of skilled labour 
and factory space, etc.; and the cumulative need of a disproportionately large 
amount of current research and development work. Much of its special 
equipment, needed for its expanding sales, becomes more swiftly out of date 
than equipment in other industries such as the automotive industry (and it is 
rapid there). By no system of budgeting ahead, or of current budgetary 
control, can such a young concern—or any potential lending institution from 
outside—determine, with a degree of accuracy comparable with that attained 
in investigations of more “ traditional ”’ or familiar concerns, exactly what its 
needs of working capital may be one, two or three years ahead. Its order 
book swells; the backlog lengthens; overtime working extends; profits rise; 
so do taxes and “ plough-back’’. But, in the present state of the national 
economy, the board of such a concern finds itself ‘“‘ bumping against the 
ceiling ’’ in one department after another—recruitment of labour, training, 
bricks and mortar, plant and equipment, and even its own internal organization. 


NEW CRITERIA OF CREDIT-WORTHINESS ? 

Now if the Electronics Unit Ltd. goes through any of the existing channels 
for new finance, it will probably find that only partial palliatives are possible. 
For example, it can arrange to hire-purchase new equipment; but that solves 
only one problem among many; and the many unresolved will limit the possi- 
bilities of fully exploiting the solution of the one problem, plant and equipment. 
The board of the E.U. Ltd. can count on bank credit against approved security 
and for short to medium terms; but the narrow limits set to this will be deter- 
mined mainly by the banker’s regard to such items as work in progress and 
stocks as a proportion of turnover, state of order book, proportion of general 
liquidity, degree of over-trading, length of experience of the board and of the 


| concern itself, prudence of direction of the concern, etc. But in the E.U. Ltd., 


with but six years of life in an entirely uncharted industrial territory, it is 
well-nigh impossible to use most (or all) of these traditional criteria, and yet 
arrive at an accurate and fair picture of the true economic situation of the 
concern and of its immediate short-run prospects. For instance: even existing 


| profits permit the extremely rapid rate of write-off for some of the most 


important equipment of, say, 50 per cent. per annum; but a proposition to a 
potential lending institution which is based on maintenance of this rapid rate 
will almost certainly, in so new and unfamiliar a field, evoke alarm rather than 
interest. Nor is that unnatural. Nor, indeed, on the well-tried lines of 
sound finance, is it to be criticized. But the financing problems of the young 
and go-ahead concern remain. And I am satisfied that in such cases a gap 
in our institutional structure for furnishing new capital is beginning to open. 
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The City reader of this plea may now retort: “‘ Nothing but time, effort 
and patience prevents the E.U. Ltd. from changing its obviously weak capital 
structure, by going to the appropriate merchant or investment bankers, or a 
similar existing institution, and reconstructing itself ’’. Quite true. But the 
time, effort and patience required are not just those of the E.U. Ltd. They 
are mainly those of the potential lending body, or the institution that will 
take the leading part in the reconstruction of the concern. And these experts 
in financing will not be experts in the new and peculiar field of industrial 
enterprise that E.U. Ltd. is developing. That means a much longer period 
of investigation, conducted with technical experts, consulting engineers, etc., 
whose own impartial verdicts—on purely technical grounds—will probably 
weigh more heavily in the balance of final decision than the evidence furnished 
by the E.U. Ltd. Yet there is no reason to presume that the outside experts’ 
verdicts will be, or even can be, sounder than the production experience of 
the E.U. Ltd. board itself. They may be more impartial; they may not be 
correct. 

I came across one such new and pioneering enterprise that showed, over the 
past three years of trading, a steady rise of “ stock and work in progress ” 
from 15 per cent. of turnover to 45 per cent., and it was still growing at that 
rate when alternative channels for new financing had to be explored. The 
first channels proved unanimously negative; and the reasons given were 
identical: that the proportion was perilously large. What intrigued me was 
that none of the institutions that were first approached looked at the rate of 
deliveries that would be possible within twelve months of obtaining new 
finance. After a delay of two years new finance was obtained. In the event, 
the proportion of stock and work in progress to turnover fell to 15 per cent. 
again, within two vears of obtaining it; but the turnover was trebled. 

We hear a lot about the country’s dependence in future on the application 
of new techniques in industry, about our need for better-trained business men 
in new fields of industry, and about the need to offer the younger generation 
of industrialists every facility to build up new concerns by new ventures. 
On the other hand, we also hear a lot about our younger technicians being 
lured away to America, Canada, other Dominions and even to lands outside 
the Commonwealth, where English is not spoken but where there are now 
good opportunities to put technical excellence to personal profit. We even 
hear from time to time warnings about the dangers of leaving these vital new 
technical ventures to the big—and growing bigger—established concerns. It 
may be that, for all our innovations in that remarkable complex of markets 
for new capital that we call ‘‘ the City ’’, we have not noticed the opening of 
a small gap in its structure. That gap, in my judgment, has nothing to do 
with the “ revolutions of our time ’’ compared with pre-war days. It has to 
do with the swift onset of the real industrial revolution—the revolution in 
techniques—that is about to break out. Before it does so, “‘the City” might 
profitably examine the réle it could play in bringing many skills together— 
those of bankers, accountants, lawyers, economists and scientific experts—to 
make its instruments for measuring credit-worthiness as up to date as the new 
and challenging industrial equipment we must somehow produce. 








EDITOR'S NOTE: At least one small concern, we are informed, has been set up in recent years 
for the purpose of providing a bridge, in a number of ‘“‘new”’ spheres, between the technicians 


and finance. 
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Post-War Banking in the Netherlands 


This ts the second of two articles presenting the results of a special research 
survey of banking and monetary policy in the Netherlands since the war. 
The first article, which appeared in THE BANKER last month, surveyed the 
banking structure as a whole, and in particular the commercial banks and 
money market.—ED. 


Ii—The Central Bank and Credit Control 
By J. S. G. Wilson 


EFORE the Second World War central banking arrangements in the 
B vettertanas depended primarily on the moral suasion of the Netherlands 

Bank, reinforced from 1932 onwards by successive “‘ gentlemen’s agree- 
ments ’’ with the commercial banks. Formally, the position of the central 
institution was not very strong. The Bank was founded in 1814, and under 
a series of Bank Acts, which were issued subject to periodic renewal, general 
powers had been conferred upon it permitting it to undertake ordinary 
banking operations both with private customers and with other banks. Unless 
these banks required assistance from the Netherlands Bank, its direct influence 
was not likely to be very great and for many years its position was rather 
similar to that of many other continental banks of issue operating under 
restrictive charters. For example, its power to undertake the purchase or 
sale of securities in the open market was limited* and its rate of rediscount 
became effective only at times when the commercial banks were forced by 
stringent market conditions to borrow from it, when it applied the same rates 
to them as to ordinary customers. Before 1914 variations in Bank rate 
tended in practice to accord with the state of the Bank’s metallic reserve, but 
during the inter-war period more attention began to be paid to general 
monetary conditions. Moral suasion was then resorted to as a means of 
control likely to be more effective than rate variations- as such. On the 
whole, this system worked tolerably well, especially as closer and more con- 
tinuous relations came to be established with the commercial banks. 

By the late 1930s the “‘ gentleman’s agreement ”’ had become the basis of 
effective central bank action. Gradually, the scope of these agreements had 
been extended to cover the majority of the commercial banks. After the 
liberation, this continued to be the basis of regulation. The agreements 
provided that the banks would supply certain information to the Netherlands 
Bank and would allow an examination of their books; that they would submit 
monthly statements and annual profit and loss accounts and balance sheets; 
that they would report individual credits granted in excess of either 5 per cent. 
of their assets or Fl. 1 million; that they would undertake to inform the 








* From 1888 onwards, the Bank was permitted to buy and sell foreign bills, and the ceiling 
on the Bank’s portfolio (which was already generous) was wholly abolished in 1918. Permission 
to buy and sell all kinds of bankers’ acceptances and also Treasury paper was not granted 
until 1937. 
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Netherlands Bank in advance of any proposals for reorganization, voluntary 
liquidation or amalgamation, or of the taking up of permanent participations 
in other commercial banks; and that they would consult with the Netherlands 
Bank on the admission of new members to their then existing professional 
organization. The Netherlands Bank reserved the right, if it believed that 
any bank was showing signs of undesirable developments, to take the matter 
up with the bank concerned. 

After the war, the first major monetary micasure was the currency reform, 
introduced soon after the cessation of hostilities. This reform, as last month’s 
article explained, had the effect of “ blocking ”’ currency holdings and bank 
deposits, with provision for their subsequent and regulated ‘‘ de-blocking ”’ 
under the Unfreezing Rules of 1945. It was important to ensure that the 
creation of new credit did nothing to weaken these arrangements. Accord- 
ingly, the banks were instructed that no new credits were to be granted 
without the consent of the Netherlands Bank. It would have been quite 
impossible, however, for the Bank to scrutinize all credit applications and, 
under a General Licence of November 30, 1945, the banks were therefore 
authorized to grant accommodation for certain stipulated purposes for 
amounts up to Fl. 50,000. For credits in excess of this figure, a special licence 
had to be obtained from the Netherlands Bank. 

Despite these precautions it soon became apparent from information 
supplied by the banks that the volume of bank credit was increasing rather 
more rapidly than was desirable. On October 29, 1946, the Netherlands 
Bank therefore issued a general warning to the banks, requesting them to 
apply strict standards in considering credit applications, particularly with 
regard to the purpose for which a credit was sought. Credit was to be granted 
to meet only the essential and urgent requirements of the economy, including 
production for export. In general, credits for the finance of investment were 
not to be granted. Capital issues were likewise subjected to control so that 
priority could be given to issues “ of paramount importance for the recovery 
of the economic life of the country ’’. These directives were consistent with 
the criteria already being applied in the unfreezing of “‘ blocked ”’ balances. 


MEASURES TO CHECK CREDIT EXPANSION 


Another phase of technical difficulties occurred after the outbreak of the 
Korean War, when there was a further sharp rise in the volume of bank 
credit, despite the general application of these controls. To counter this 
development, the Netherlands Bank raised its rate of discount from 2} to 3 
per cent. on September 26, 1950, but this move of itself was likely to have 
very little effect, in view of the high level of bank liquidity then prevailing. 
In order to make the new discount rate effective, it was decided to replace 
the existing “ individual qualitative credit control’ by an “ aggregate quanti- 
tative control ’’. The new system was introduced on January I, 1951.* Its 
purpose was to create a situation in which the banks, despite their generally 
high levels of liquidity, would nevertheless be forced to appeal to the Nether- 
lands Bank for assistance if they wished to extend credits beyond defined limits. 

Banks might choose either of two alternatives: (1) To maintain a specified 
ratio between liquid assets and deposits (go per cent. of the average amount 


a‘ Details of the regulations may be found in the Netherlands Bank Annual Report, 1950 
(English translation), pp. 80-83. 
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of liquid assets held against deposits in the base period—June 30 to December 
31, 1949—augmented or reduced by two-thirds of the amount gained by or 
lost from deposits as compared with the average for the base period); or (2) to 
keep total credits granted within a stated ceiling (105 per cent. of amounts 
outstanding on September 30, 1950). This choice was provided in order to 
allow for the varying positions in which the banks found themselves at the 
time the new measures were introduced. The banks were also required to 
maintain an amount of cover in liquid assets not less than 40 per cent. of 
deposits and, if this was not met, it was necessary to apply for a special 
licence. The usual procedure was to grant a General Licence for a period 
of six months on condition that measures were taken to increase the per- 
centage cover to an agreed level within a specified period. A similar special 
licence was granted in the exceptional cases in which banks did not furnish 
monthly statements. 

For the two central institutions of the agricultural credit banks, the 
arrangements were similar to those applied to the commercial banks, but the 
requirement for the minimum cover of 40 per cent. was not imposed. For 
the agricultural credit banks themselves, it was decided, in view of the special 
character of these institutions, not to determine the credit base in terms of 
“ cover regulations ’’, but to relate it to the total volume of deposits (i.e. both 
on current and on savings account). A further concession was made to these 
banks as from September 1, 1951, when they were permitted to set off cus- 
tomer borrowings in excess of the fixed ceilings of some member banks against 
such unused lending potential as might exist in others. In this way, each of 
the two main systems of agricultural credit banks was treated as a whole, 
and any applications for assistance from the Netherlands Bank were channelled 
through their central institutions. 

Savings banks and stockbrokers were still required to obtain licences from 
the Netherlands Bank. The number of applications from such institutions 
had always been small and there was no necessity to alter the existing arrange- 
ments. These were continued until March and November, 1953, respectively, 
when they were entirely withdrawn. 

The measures introduced to meet the impact of the Korean boom, it will 
be seen, were primarily restrictive, but in one respect there was an apparent 
relaxation. A regulation introduced in June, 1946, as part of the currency 
reform arrangements had virtually amounted to a ban on advances against 
securities for a term exceeding six months. This was withdrawn on January I, 
1951, since the general credit restrictions introduced simultaneously were 
considered sufficient to preclude excessive borrowing of this kind. For the 
time being, there was still a ban on the purchase of securities on margin, but 
that, too, was relaxed in November, 1951, when permission was granted to 
finance payments for share issues by obtaining advances against securities; 
but the use made of these facilities was not very great. 

At the beginning of 1951 the banks as a whole still enjoyed a substantial 
lending margin, but as the demand for credit expanded this margin shrank 
rapidly and very soon many institutions were obliged to resort to the Nether- 
lands Bank for assistance. This was always granted, subject to the right of 
the Bank to raise its rates of discount, if it believed that these demands had 
become excessive. Such action was taken on April 17, 1951, when Bank 
rate (rediscount rate for bills as distinct from promissory notes) was raised 
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from 3 to 4 per cent.* The increase was effective in the sense that it was 
reflected both in the rates of interest charged by commercial banks and their 


‘rates on deposits. It was on this occasion, too, that the Netherlands Bank 


cé 


for the first time differentiated between “ private customers ”’ and “ others ”’ 
(i.e. the Government, banks and financial institutions), rates for advances on 
current account being increased for the former by I per cent. more than for 
“ others ’’ (from 33 to 54 per cent.). The Bank thus explained its action: 


In making this differentiation the Bank intended, while preserving the 
traditional possibility for private customers to come to the Bank, to prevent 
as far as possible such customers from evading the effects of the credit 
restriction, and of the increase in the banks’ interest charges, by transferring 
their accounts to the Netherlands Bank in cases where they can provide 
security acceptable to the latter. 


There seems to have been no doubt that the Bank’s policy had a considerable 
effect. Traders and industrialists now had to seek other ways of obtaining 
new funds, both because rates were higher and because the banks were more 
reluctant to lend. To the extent that such customers’ own resources were 
insufficient, they were driven to seek additional funds in the capital market. 

The restrictions were gradually relaxed in 1952, during which year the 
Netherlands experienced a continuing improvement in its balance of pay- 
ments. Bank rate was reduced by $ per cent. on January 22, the regulation 
of bank lending was withdrawn on April 1 (though for the time being the 
40 per cent. liquid assets ratio was still required),{ and a further reduction of 
Bank rate, by } per cent. to 3 per cent., was made on August I, with appro- 
priate changes in related rates. 

The provisions for regulating credit in terms of the January, 1951, arrange- 
ments were regarded as merely transitional in character, pending the intro- 
duction of the legislation foreshadowed in the Bank Act, 1948—the legislation 
finally passed on January 16, 1952, as the Act on the Supervision of the 
Credit System.§ With the minor exception of the provisions relating to 
stockbrokers, it came into force by Royal decree on May 16, 1952, and it was 
to cease to have effect from January I, 1955. Its provisions applied to all 
types of credit institutions—commercial banks, central agricultural credit 
institutions, agricultural credit banks, savings banks and stockbrokers— 
which were required to apply for registration within 60 days to the organization 
entrusted with the keeping of the appropriate section of the register, or, 1f no 
such organization was designated, to the Netherlands Bank itself. Foreign 
institutions were subject to the provisions of the Act in respect of their 





* A table showing all post-war changes in the Netherlands Bank’s rates of discount and 
interest appeared in last month’s article. 

+ The policy was further reinforced in May, 1951, when an advance payment of 25 per cent. 
was required against forward contracts for foreign exchange. This was reduced to Io per cent. 
in November and discontinued at the end of the year. 

t Until the Act on the Supervision of the Credit System came into force, the stipulation of 
this ratio served a wider purpose. Where banks desired temporary exemption from its appli- 
cation, consultations between the Netherlands Bank and the institutions concerned necessarily 
preceded the granting of a standing licence to permit their going below the minimum and this 
enabled the Netherlands Bank, in effect, to maintain a degree of supervision over such banks 
during the interim. Once the Act came into force, it was no longer necessary to make this 
stipulation. 

§ An unofficial translation of the text, together with explanatory notes, was published as 
an annex to the Netherlands Bank Annual Report, 1951, pp. 141-156. 
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business in the Netherlands and were to keep separate accounts for the 
purpose. For the majority of institutions, registration proceeded rapidly, but 
the stockbrokers presented certain problems, since it was necessary to deter- 
mine which members of the Stock Exchange Association satisfied the legal 
definition of a commercial bank. The Act was finally applied to the stock- 
brokers as from June I, 1953. 


NEw PowERS OF NETHERLANDS BANK 

The Netherlands Bank might now issue “ general instructions” to regis- 
tered credit institutions. These instructions were to be of two kinds: 
(1) Those that concerned the public interest (the so-called ‘‘ monetary pre- 
scriptions ’’); and (2) those of a “ private economic nature ’’, i.e. those con- 
cerned with the solvency and liquidity of the individual institutions (the 
so-called ‘‘ business prescriptions ’’). In certain cases, under instructions 
from the Bank, the latter type of supervision might be delegated to designated 
organizations, but such delegation was not permitted for the regulation of 
the commercial banks. Both kinds of instructions were subject to the 
approval of the Crown. The opinion of the Bank Council had to be heard 
before “‘ monetary’ instructions were issued. If such instructions were 
approved by the Crown against the advice of the Bank Council, a bill had to 
be submitted within three months to the States General for the purpose of 
confirming action authorized by decree. ‘“‘ Business ’”’ instructions required 
approval by the Crown only if a majority of the appropriate Advisory Com- 
mission had recommended that it should be sought. The members of such 
commissions were to be appointed by the Minister of Finance from lists drawn 
up by the professional organization concerned. The only way in which the 
opposition of an Advisory Commission could be overridden was by legislation. 

Subject to these conditions, ‘‘ general instructions ’’ might be issued on the 
following subjects :— 


(1) The maintenance of minimum amounts of liquid resources (and 
also, in “‘ monetary prescriptions ’’, of specified portions of such 
resources) in relation to deposits or specified portions of deposits. 

(2) The maximum that might be permitted in the granting of credits 

or the taking up of investments (and also, in ‘“‘ monetary prescrip- 

tions ’’, of specified portions of such assets) -in relation to the 
institution’s own resources (capital and reserves) or in relation to 
deposits or to specified portions of deposits. 

The prohibition or limitation of the granting of specified types or 

forms of credits, or of credits exceeding a specified amount (alterna- 

tively, the prior approval of the Netherlands Bank might be 
required). 

(4) For the purpose of a “ business prescription ’’ only—the prohibition 
or limitation of specified types or forms of investment, or of invest- 
ments exceeding a specified amount (again, as an alternative, the 
prior approval of the Bank might be required). 


ay 
~~ 


Under no conditions could a credit institution be compelled to hold Treasury 
paper. 

The Act also included a series of provisions requiring periodical statements 
from credit institutions, and the Netherlands Bank was authorized to obtain 
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any additional information it deemed necessary. Furthermore, it might 
notify an institution whenever there were signs of any development that in 
the Bank’s judgment endangered or might endanger the solvency or liquidity 
of a registered credit institution. Such notification might also be accom- 
panied by an instruction to take appropriate action within a specified period. 
In addition, provisions were included to regulate procedure in cases where it 
was desired to reduce capital, to take up a permanent participation in another 
institution, or to implement a fusion or amalgamation. Legal protection was 
afforded by the possibility of appeal to the ‘Crown against a decision of the 
Bank. 

It will be recalled that for the greater part of the post-war period the 
commercial banks in Holland have been extremely liquid. It had been their 
practice to employ their surplus cash on the money market, where the 
Treasury had stood prepared to absorb funds in unlimited amounts. These 
arrangements, as last month’s article explained, were modified after July, 


TABLE I 
NETHERLANDS BANK—NET HOLDINGS OF GOLD AND 
FOREIGN EXCHANGE* 
(Millions of florins—to nearest Fl. 10 millions; £1=Fl. 10.64) 


December 31, 1947 .. Hs 490 December 31, 1952 .. jm 3,660 
- 1948... * 530 June 30, 1953 ¥ Ws 4,150 
ae 1949 .. a 1,150T December 31, 1953 .. oi 4,450 
a 1950... e 1,480 March 31, 1954 - i 4,390 
- I95I.. ie 1,670 June 30, 1954 be _ 4,640 
June 30, 1952 .. - 2,710 September 30, 1954 .. 4,480 


* After deduction of lendgn cee, held by Netherlands’ residents at the Nether- 


lands Bank. 
t The increase in 1949 was partly due to the revaluation after devaluation of the 


guilder in September, 1949. 

Source: Netherlands Bank Annual Reports and quarterly press communiques. 

1952, but the problem of excess liquidity remained and, indeed, was accentuated 
by a favourable balance of payments and the growth in the country’s stock 
of gold and foreign exchange (see Table I). 

Following negotiations between the Netherlands Bank and both the 
Netherlands Bankers’ Association and the central agricultural credit institu- 
tions, a series of agreements was concluded between the respective parties on 
February 19, 1954.* An attempt was made first to solve the problem of the 
banks’ excessive holdings of Treasury bills and bonds by means of the funding 
operation described last month. Agreement was also reached with the banks 
on the drafting of monetary regulations under Article 10 of the Act on the 
Supervision of the Credit System, to be implemented if and when the Nether- 
lands Bank should deem it necessary. This agreement was in two parts and 
related to (1) the proportion of liquid assets that the banks might be required 
to hold against deposits, the ratio to vary between 30 per cent. (minus 
Fl. 3 millions) and either 40 per cent. or 45 per cent., according to circum- 
stances; the Treasury certificates taken up in the funding operation were not 
to count as liquid resources for this purpose; and (2) the possible imposition 
of a credit ceiling, if it should be necessary to take more positive measures 
to limit credit expansion. Both draft regulations were to apply only to 


* The texts were published in annexes to Netherlands Bank Annual Report, 1953 (English 
translation), pp. 165-179. 
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guilder assets and liabilities. In the event of banks experiencing difficulty in 
observing the limits that were proposed, recourse to the central bank would 
be obligatory at such rates as it might determine. It was in this way that 
agreement was reached on the technical forms that would be employed if and 
when the draft regulations were implemented, and the consultations required 
by the Act prior to the promulgation of regulations could then be confined to 
the question of appropriate timing.* Furthermore, in consequence of the 
distribution of the new Treasury certificates as between banks, the differences 
in liquidity that had previously obtained were greatly reduced, so that it 
would be feasible to proceed by uniform regulation. 

Finally, the larger commercial banks and the central agricultural credit 
institutions agreed to hold with the Netherlands Bank cash reserves equal to 
a specified percentage, not exceeding 15 per cent., of their guilder deposits. 
The excess cash holdings of the banks at this time were mainly due to the 
continuously favourable balance of payments and it was therefore felt that 
they should in effect carry part of the foreign exchange reserve by increasing 


TABLE II 
NETHERLANDS BANK HOLDINGS OF TREASURY BILLS AND BONDS TAKEN 
OVER FROM THE GOVERNMENT (AGREEMENT OF FEBRUARY 26, 1947) 
(Average of weekly figures in millions of guilders) 


1949 1950 1951 1952 1953 1954 
January + ~a 1,800 1,660 1,570 1,500 151 517 
February o« a 1,800 1,600 1,500 1,387 I5I 517 
March .. es ‘ 1,800 1,412 1,500 1,350 151 517 
April .. a on 1,800 1,350 1,500 800 92 516 
May... we k% 1,800 1,350 1,500 800 — 498 
June... i 1,800 1,350 1,500 800 283 384 
July... a - 1,800 1,350 1,500 714 217 284 
August .. _ ei 1,800 1,350 1,500 521 217 277 
September "e i 1,800 1,350 1,500 323 217 301 
October “a es 1,800 1,350 1,500 220 217 322 
November - és 1,800 1,350 1,500 I5I 217 
December ‘ 1,762 1,350 1,500 I5I 217 


Source: Netherlands Bank Annual Reporis and weekly returns. 


their deposits with the central bank. The agreement came into effect as 
from March 22, 1954, for the commercial banks and as from April 1, 1954, 
for the central agricultural credit institutions. Initially, the ratio was fixed 
at 5 per cent. and the Bank undertook not to increase it by more than I per 
cent. a month, the first Fl. 10 millions of deposits to be completely free from 
reserve obligations and the next Fl. 50 millions to be subject to only half the 
required ratio, in order to accommodate remaining variations in liquidity as 
between banks. The intention was that the reserve ratio should be raised 
gradually to ro per cent. and this level was reached on August 22, 1954. The 
Netherlands Bank agreed to absorb any further excess of liquid resources by 
selling Treasury paper from its own holdings. In fact, as Table II shows, a 
reverse situation has obtained; it has been necessary for the Netherlands Bank 
to buy Treasury bills and bonds (initially limited to a currency to maturity of 
not more than 105 days, but extended in September, 1954, to one year). The 

*It was felt that if a dangerously inflationary situation should threaten it would not be 
sufficient for the Bank to rely wholly on a “ gentleman’s agreement ”’ and that it should possess 
enforceable legal powers. The regulations that have been framed for use in emergency have 


been modelled on the restrictive measures that proved effective during the period from 
January 1, 1951, to March 31, 1952. 
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result of recent operations has therefore been that the Bank sold FI. 246.8 
millions of Treasury paper during April to July, 1954, inclusive, and between 
August 23 and October 18 it has bought such paper to the extent of Fl. 64.8 
millions. 

To British eyes, the Netherlands arrangements for controlling the overall 
credit situation, as well as the liquidity and the solvency of the credit institu- 
tions concerned, appear to be unduly complicated and rather formalized, but 
it must be remembered that in Holland it was necessary to bring a large 
number of somewhat dissimilar institutions within the sphere of influence of 
the central bank. There has been much argument in Parliament and the 
country as to the merits of this or that proposal and the present legislation 
is in the nature of a political compromise. Thus, the hands of the Netherlands 
Bank have to a certain extent been tied. Furthermore, in framing regulations 
for the purpose of implementing the Act the Bank was expressly required (by 
Articles 10 and 11) to take into consideration the opinions of the interested 
parties. As a result, it has not always been possible to frame regulations 
purely as a matter of technical convenience. The legislation was also con- 
sidered to be largely experimental in character. Hence the decision to restrict 
the currency of the Act to three years, so that its merits could first be judged 
on the basis of experience. In fact, its term is to be extended for a further 
two years without material change. 


It is only fair to point out that the existing legislation is disliked by the 
banks themselves. They W ould prefer to revert w holly to the earlier type of 
‘ gentleman's agreement ’ , which arrangement—they maintain—worked well 
enough. Only very rarely did the central bank feel enjoined to make recom- 
mendations to particular institutions on the basis of information supplied to it. 
Since the passage of the Act on the Supervision of the Credit System, the Bank 
has to some extent continued to proceed by way of agreement; but with the 
powers conferred by the Act in the background, the commercial banks whose 
activities it wishes to regulate are very much less free to decline its suggestions, 
and the agricultural credit institutions and the savings banks are now con- 
trolled wholly by arrangements based on the Act. Much of the legislation is 
concerned with the maintenance of minimum standards of behaviour— 
though these arrangements have not as yet been implemented—and this 
provision is very necessary in a system as heterogeneous as that of the 
Netherlands. This is rightly regarded as an activity separate from the 
‘monetary ”’ controls and such supervision is now the concern of a special 
department within the Bank. So far as credit control proper—i.e. the 
‘monetary ’ control—is concerned, it will generally be sufficient to operate 
on the asset structures of the larger institutions (which in fact hold the bulk 
of the country’s deposits). This may be done by way of agreed cash ratios 
(as at present), supported by action through the open market or by direct 
purchases and sales and, when necessary, by a funding operation of the type 
carried through in February, 1954. By these means, Bank rate could be 
made effective at all times and a large measure of control ensured. Such 
arrangements would also have the merit of flexibility, which the more 
formalized techniques that have been drafted under the present Act would 
appear to lack. Even in times of emergency, it is difficult to believe that 
such methods are wholly necessary. 
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An Artist’s Sketchbook 


By Geoffrey S. Fletcher 


it HE Commonwealth Bank of Australia’s London office in Old Jewry 

"T achieves a distinctly Australian touch in a modern English building. 

| The structure is of steel and concrete and is finished in Portland stone ' 

1e and granite, but the fittings are all of Australian native timbers. The floors 
ym | are of Western Australian jarrah, whilst those of the tenants’ areas are of 
is | Tasmanian oak. All doors, counters and skirtings are constructed from 
1s | Queensland walnut. The executive offices on the ground floor are panelled 
yy | in Queensland maple cut and fabricated in Australia. In 1951 a radical 
d | rearrangement of the ground floor of the bank was carried out to the design 
1s ~=6|~=—soof, H. W. Reilly, an Australian architect, bringing the banking hall into 
n- | character with form in Australia. 
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Specially drawn for THE BANKER by Geoffrey S. Fletcher : 
Commonwealth Bank of Australia, Old Jewry 
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The Banker’s Bookshelf 


Highlights of a Year’s New Books 


HE spate of economic and financial literature from the publishing houses 

of Britain and the United States since the war has presented the reader 

who seeks to keep abreast of thought and fact—even within his own 
particular field—with a pretty problem in selection. Week by week he is 
confronted with a new and ever more bulky output of research and reflection, 
of guides to financial practice, of legal exposition—to say nothing of the 
textbooks and new editions directed mainly to the student. Upon the busy 
man the effect is apt to be one of sheer bewilderment. It is in an attempt 
to strike some pattern in this jungle of print, to point to some of the works 
of more than ephemeral interest, that THE BANKER periodically plunges into 
the arduous and rather invidious task of trying to survey at one glance the 
economic and financial literature that has appeared in the preceding twelve 
months or so. The last such article appeared in THE BANKER for October, 
1953; and since then, as a glance at the list at the end of this article makes 
plain, the flow of new works has gathered momentum. 

As always, the stream has been of highly varied quality. If the academic 
plane is surveyed first, it is difficult to pick out any work of major significance 
in economic or financial thought; and important contributions of research in 
the field of economic and financial history have been fewer than in earlier years, 
The year’s output on this plane has consisted rather of collections of articles 
or lectures given by seasoned economists on subjects of topical interest. Two 
such works stand out, both for the high quality of their authors. Professor 
Lionel Robbins, in his collection of lectures entitled The Economist in the 
Twentieth Century, again calls forth from the reader admiration for the 
resonance of his logic, respect for his judgment and delight at his lucidity. 
The book is worth its value for the title lecture alone, in which Professor 
Robbins ponders the basic question of what economics is about. Later 
lectures discuss current questions of international economic policy, always 
with strong emphasis on their historical context. 

The other outstanding new study of an old problem is concerned with that 
wide and contentious issue—capitalism, and the effects of its growth on the stan- 
dard of life. In Capitalism and the Historians four distinguished modern economic 
historians reconsider the judgments of their predecessors—and some of their 
colleagues. Professor F. A. Hayek, who edits the work, stresses in an intro- 
duction the extent, too little recognized, to which historical myth and political 
legend affect attitudes to current issues. No legend was so widespread and 
so wrong as that which maintained that capitalism had worsened conditions 
of life. In academic circles the falsity of the impressions that had gained 
currency through the works, above all, of the Hammonds, has long been con- 
clusively proved. Now the less specialized reader is given the results of the 
painstaking research of Professor Ashton and his colleagues. It makes 
remarkably good reading—and has yet to receive an answer. 

In a sphere that comes closer to the interests of bankers as such, the year 
has produced its usual crop of works on external economic policy, and 
especially exchange policy. Easily the most readable and most penetrating 
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comes from Sir Dennis Robertson, in a series of lectures, Britain in the World 
Economy, delivered in the United States in the spring of 1953. Another 
reproduction of British lectures to an American audience is Mr. Roy Harrod’s 
The Dollar—a work notable less for its discussion of current issues than for 
its description of the evolution of the dollar in the United States economy and 
of the Federal Reserve System. (It may be noted here that the “ Fed ”’ 
itself has this year published an excellent account of its functions and 
mechanics.) Within this same broad field two English works, neither of 
them wholly satisfactory, put the spotlight on sterling, devoting themselves 
exclusively to the problem of policy for the immediate future. Mr. Alan Day, 
in The Future of Sterling, does useful work in disturbing a number of precon- 
ceived ideas of doubtful validity; but his zeal as an iconoclast leads him at 
times into unrealistic conclusions. Professor R. G. Hawtrey’s Towards the 
Rescue of Sterling suffers from the opposite weakness: here the lessons and 
techniques of the past, valuable though they may be, are insufficiently 
assimilated to present conditions and modern trends in economic theory. 

From the United States come two tomes on international trade and 
payments of depressingly familiar bulk. Professor Kindleberger’s Inter- 
national Economics has much claim to be treated as the new textbook in this 
field—by the alarming number of students that to-day expect all facets of 
their subject to be surveyed in a single work. Professor Raymond Mikesell’s 
Foreign Exchange in the Post-War World has a narrower and more specialized 
purview; but the attempt to survey the galaxy of exchange arrangements and 
restrictions currently in force inevitably suffers heavily from the speed at 
which these arrangements have been amended and torn asunder in recent 
months. In a rather different field of international economics is Professor 
J. E. Meade’s Problems of Economic Union. The virtue here is the relentless 
logic with which it is argued that economic union cannot in the modern world 
be expected to be satisfactorily achieved by stages—or without a wide degree 
of merging of political sovereignty. The thesis appears incontrovertible, but 
the non-specialist reader may well be disturbed by deviations into some 
academically interesting but practically quite irrelevant points of theory. 

The literature of domestic banking and finance has, again, grown steadily 
without producing any major work of either theory or exposition. Two 
general books are Paul Einzig’s How Money 1s Managed and H. V. R. Geary’s 
The Background of Business (which, as its title suggests, discusses finance from 
the standpoint of businessmen rather than bankers). In the more specialized 
financial field a useful study of British Public Finances, 1880-1952, by Ursula 
K. Hicks, fills something of a gap in up-to-date treatment of the ever more 
important subject of the structure and impact of government finance. Another 
aspect of the financial world that has received less than its fair share of 
attention in recent writing is the stock exchange; and it is pleasant to record 
that this deficiency has now been in part remedied. For the student, Miss 
M. S. Rix’s Stock Market Economics provides a comprehensive and up-to-date 
survey ; while the Institute of Bankers’ reprint of its 1954 spring lectures on The 
Stock Exchange offers much of interest for even the most sophisticated of 
observers. Among simple guides to be recommended for the general reader 
there have been much-revised new editions of Oscar Hobson’s How the City 
Works, noted in THE BANKER last month, and of the booklet on The Stock 
Exchange sponsored by the Council of the Exchange itself. One new primer 
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can be recommended only to the sophisticated—for its possibilities in the 
game of spotting the errors; it is James Dandy’s “ approach” to money 
and banking. 

In the field of banking history there have been three notable publications. 
The bicentenary of Glyn’s was celebrated by the publication late last year of 
Glyn’s, 1753-1953, by Roger Fulford, and the centenary of the Chartered 
Bank of India, Australia and China was marked this year by Sir Compton 
Mackenzie’s Realms of Silver; while recently the History of the South African 
Reserve Bank by Dr. Gerhard de Kock, the son of the present Governor of the 
Bank, has provided the first comprehensive and authoritative study of the 
development of that institution. These studies have all been discussed at 
length in earlier issues of THE BANKER.* The student or connoisseur of 
coinage will welcome an exceptionally well-produced and illustrated account 
of Roman Imperial Money, by Michael Grant. 

Two notable studies of colonial banking have been published during the 
year—an authoritative work on Colonial Monetary Conditions, by Dr. Ida 
Greaves, and a more specialized and detailed study of Money and Banking tn 
British Colonial Africa, by W. T. Newlyn and D. C. Rowan. 

The cult of the business history—which has great possibilities in many 
cases when taken seriously and with a wide horizon, but all too often is merely 








* See “‘ Glyn’s 200 Years’ in the issue of January of this year, ‘“‘ A Hundred Years of the 
Chartered’, by Geoffrey Tyson, in the May issue, and ‘‘ Central Banking Control in South 
Africa ’’, by J. S. G. Wilson, in the October issue. 
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frivolous, myopic or vain—has been assiduously pursued. It has produced 
this year two outstanding works. The History of Unilever, by Charles Wilson, 
provides a fascinating picture of the struggle for financial control in a cor- 
poration that has grown to its mammoth size essentially on the crest of the 
improvement in economic and social conditions that has taken place in the past 
half-century; while Allan Nevins’ Ford: The Times, The Man, The Company 
must hold an even wider interest. The illustrations tell their own story, while the 
packed narrative unfolds, with all the suspense of a detective story, the 
processes, the decisions and the men that first brought to society that basic 
characteristic of modern capitalism, mass production. The other major 
characteristic of the capitalism of our day, its social conscience, is displayed 
by Lord Beveridge, in an autobiography appropriately entitled Power and 
Influence. 

A number of useful studies of political and economic conditions in individual 
European countries have recently become available for English readers. 
Particularly noteworthy is Germany's Comeback in World Markets, written by 
the man whose policies have been so instrumental in achieving that revival, 
Dr. Ludwig Erhard, the Federal Minister of Economics. Another regional 
study, Switzerland in Perspective, by George Soloveytchik, provides a useful 
survey of Switzerland’s economy, its political and social life and its consti- 
tutional development. 

The economist has also been busy on the examination of current policies 
in -he domestic field. The most significant work has undoubtedly been 
I. M. D. Little’s The Price of Fuel, which makes a fully reasoned plea for 
economic pricing policies in Britain’s nationalized fuel industries—a case that 
has often been set forth in our own columns. The Economics of Resale Price 
Maintenance, by B. 5. Yamey, analyses a very different aspect of uneconomic 
pricing in Britain. A more wide-ranging w ork is Monopoly and Competition 
and their Regulation, edited by E. H. Chamberlin, in which economists of the 
leading Western countries describe the degree of monopoly and the regulations 
limiting or promoting it in their respective countries, and also discuss the 
theoretical problems involved. 

Among miscellaneous publications of interest to the banker, economist and 
statistician the Oxford Economic Atlas and International Trade Statistics, 
edited by R. G. Allen and J. Edward Ely, are especially worthy of note. 
Recent practical works include Key to Income Tax by Ronald Staples, 
Securities for Bankers’ Advances by J. Milnes Holden, and new editions of 
The Law Relating to Commercial Letters of Credit, by A. G. Davies, Balance 
Sheets and the Lending Banker by J. H. Clemens, and Practical Financial 
Statement Analysis by Roy A. Foulke. 

Finally, any survey of recent economic and financial literature must extend 
a welcome to two new journals—one from the universities, the Scottish Journal 
of Political Economy, edited by Professor A. K. Cairncross, and one from the 
banks, the N.B.I. Review, published by the National Bank of India. While 
both these reviews are to devote particular attention to special regional 
problems, both will seek also to open their columns to discussions in a 
wider sphere. 

A list of the publications received during the period under review in this 
article is appended on page 383. 
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American Review 


HE business community’s immediate reaction to the success of the Democratic 
Party in November's mid-term elections was that the economic prospect 
(discussed in its wider aspects in the leading article in this issue) had not 
undergone any significant change. Some uncertainties have been removed, as 
some have reappeared. Both Republicans and Democrats will be aware of the 
need to stimulate activity as far as possible between now and the Presidential 
election of 1956. The former are conscious of losses that have followed from 
the relatively mild recession of 1953-54; but the Democrats are not, at present, 
dominated by their more fiery advocates of Government spending. In the belief 
that the economy is still reasonably well placed and that some further stimulus 
will come from highway and other construction programmes, Wall Street, at any 
rate, showed further marked gains after the elections, and in late November passed 
the peaks reached in September, 1929. 7 
The industrial prospect is, for reasons detailed in our leading article, distinctly 


American Economic Indicators 


1954 





I95I 1952 #1953 
July Aug. Sept. Oct. 


Production and Business: 


Industrial production (1947-49= 100) 120 124 134 124 124 124 125 
Gross private investment (billion $).. 58.6 52.5 54.4 — — 45.3 — 
New plant and equipment (billion $).. 25-6 26.5 28.4 — — 26.8 —- 
Construction (million $) “s -. 2,574 2,694 2,904 3,084 3,114 3,153 3,121 
Business sales (billion $) ia se 4.5 45.6 48.8 47.6 46.7 47.0 —- 
Business stocks (billion $) T és —.3 77.2 S1.1 7.3 73.8 979.9 a 
Merchandise exports (million $) .. 1,164 1,098 1,312 1,290 1,149 _ 1,130 ~= 
Merchandise imports (million $) én 914 893 906 821 824 781 — 


Employment and Wages: 


% 


Non-farm employment (million) - 53-9* 54.5" 55-2" 54.7 55-3 54-6 54.9 
Unemployment (’000s) na .. 1,879* 1,673* 1,524* 3,340 3,245 3,099 2,741 
Unemployment as % labour force .. or 624.77 2.47 S23 5-0 4.8 4.2 
Hourly earnings (mfg.) ($)  .. is 1.59 1.67 2.77 1.80 1.79 1.81 1.81 
Weekly earnings (mfg.) ($) 64.71 67.97 71.57 70.92 71.06 71.86 72.22 


High 535-463 .} 42 


Moody commodity (1931 = 100) "pa 451 399 389 7 405 404 407 
Farm products (1947-49 = 100) .. 393.4 267.0 .97.0 96.2 9.8 @8.6 93.4 
Industrial (1947-49 = 100) es .. 115.9 113.2 I14.0 114.3 114.4 114.4 114.5 
Consumers’ index (1947-49=I100) .. III.O 113.5 114.4 115.2 115.0 114.7 — 
Credit and Finance: 
Bank loans (billion $) .. a - 57-7 64.2 68.3 67.3 66.4 # 467.2 — 
Bank investments (billion $) .. - 74.0 77:3 98.3 80.0 83.0 83.3 — 
Bank loans (weekly) (billion $) me 2.6 23.4 3.4 24.4 20.8 25.0 32.0 
Consumer credit (billion) - on 23.5 25.7 26.9 27.8 27.90 28.0 — 
Treasury bill rate (%) .. a ia 1.55 1.77 1.93 0.71 0.89 «1.01 0.99 
U.S. Govt. Bonds rate (%) .. ‘ 2.37t 2:68 3.2736 2.62 2.60 2.66 2.05 
Money supply (billion $) ei .. 189.8 200.4 205.8 204.9 206.3 207.7 — 
Federal cash budget (+ or-) (mill. $) +1,244 -1,641 -6,159 — — -4,800 = 


Notes.—Latest figures are preliminary or estimated. For 1951-53 actual totals are shown for 
construction, equipment and other domestic investment. Business sales and stocks, money 
supply, bank loans and consumer credit show amounts outstanding at the end of the period. 
Moody’s spot commodity index shows high and low, 1951-53, and end-month figures this year; 
other commodities show monthly averages. Investment figures, 1953, are quarterly and at 
annual rates. Weekly bank loans are derived from partial returns only. Budget figures are 
cash totals 1951-53 and also quarterly for 1953. 

* Old basis. t Old series. 
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more favourable than it has been since the onset of the recession. Monetary 
policy, too, continues to act as a stimulus to expansion. Throughout the summer 
and autumn, the Federal Reserve Board has continued to supply the banking 
system with all the reserves needed to maintain cheap and abundant credit. The 
member banks of the Reserve Svstem have thus maintained a comfortable cushion 
of free reserves, and at a time when demands for commercial loans have been 
notably smaller than is normal at this season. Bank loans to business rose by 
only $250 millions or so from their nadir in mid-summer to the close of October, 
a much smaller movement than in 1953 and in sharp contrast with an increase 
of well over $2,000 millions in the comparable period of 1952. The total of 
business loans outstanding at the end of October was, at $21,100 millions, more 
than $2,200 millions below the level recorded a year before, while holdings of 
Government securities at $37,400 millions were $5,700 millions higher. Pre- 
liminary estimates for September show that the total money supply was well 
above $200,000 millions. This was some $6,000 millions larger than a year 
before, despite the fact that industrial production was around 7 per cent. smaller. 
The maintenance of easy conditions in the money market has enabled the Treasury 
to finance its current needs and to carry through substantial refunding operations 
without creating disturbance to the long-term bond market. 

The net effect of the Treasury's operations in 1953-54 has, however, had little 
effect on the average life of Federal maturities, which remains at around five vears, 
in contrast with an average of more than nine years in 1946. The long-term 
Treasury market did, however, show distinct signs of nervousness in early 
November, in anticipation of the mid-December refunding operation. Over 
$10,000 millions of the $17,300 millions of maturities to be dealt with were known 
to be held outside the Reserve System, and the market was conscious of Treasury 
hints that the present improvement in business activity might induce a fresh 
attempt to lengthen maturities. But the terms now announced show that the 
official attitude is still cautious. The offer consists of short-term Certificates and 
of eight-year 24 per cent. bonds. 


International Banking Review ‘ 


Argentina 
re 
TRADE agreement has been negotiated with Western Germany covering 
the three years to August 14, 1957. It provides for Argentine exports to 
Germany to a minimum value of U.S. $90 millions pet annum during this 
period. Additional shipments may be arranged each year if circumstances permit. 


Australia 


The Federal Government has sanctioned an increase in customs duties for a 
number of imported items, including cotton cord, viscose rayon, tyre yarn cord, 
hand and breast drills and plastics of the styrene type. 

The decision of the Arbitration Court to grant higher wages for skilled workers 
in the metal trades has accentuated fears of inflation. The Court itself has 
emphasized, however, that its main purpose was to restore to some extent the 
status of skilled workers in relation to the unskilled and expressed the opinion 
that present national production capacity was adequate to support the new rates 
without disturbance. 


* Brief editorial discussion of particular items of international banking news appears in 
“ \ Banker's Diary’ (pages 329-334 in this issue). 
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The National Bank of Australasia is raising new capital by an issue of shares 
on the basis of one new share for every two already held. This raises paid-up 
capital from £A 6.7 millions to £A 10 millions and adds a little over £A 1 million 
to share premium reserves. 

At the end of October the Federal Government announced a new cash and 
conversion operation for a total sum of £A 125 millions. Holders of 2 per cent. 
securities maturing in mid-November, totalling £A 12 millions, and of 3{ per cent. 
bonds maturing on December 15, totalling £A 63 millions, have been invited to 
exchange these stocks for two new issues. These consist of a fourteen-year stock 
at 4} per cent., issued at par, and a 1957 maturity at 3 per cent., issued at 98}. 
The Government has invited cash subscriptions for the new stocks to a total of 


fA 50 millions. 


Brazil 

Brazil has suffered a further deterioration in its dollar accounts. The Brazilian 
authorities have in consequence been negotiating with New York commercial 
banks for substantial dollar credits, offering as collateral gold now on deposit 
with the U.S. Federal Reserve System. 

Coffee growers are in future to be given a fixed exchange rate bonus of 13.14 
cruzeiros per U.S. dollar over the official rate. Previously the bonus in part took 
the form of sales of a portion of dollar earnings at free market exchange rates. 
The immediate effect of the change is to increase the cruzeiro equivalent of foreign 
exchange earned by coffee exports, and it is hoped that this will make growers 
more willing to trim their dollar prices to world market levels. | 

The West German Government has sent another trade and financial mission 
to Brazil to attempt to secure a settlement of the arrears of Brazilian remittances 
to Germany, and hence to open the way for increased trade between the two 
countries. It has been stated that Brazil's debts to Germany have been reduced 
from the 1952 level of U.S. $130 millions to about $25 millions. 

Limitations on the rates of interest on bank deposits, which were suspended 


early in 1954, have been re-imposed. 


Canada 


It has been announced that Mr. Graham Towers, first Governor of the Bank 
of Canada, the Dominion’s central bank, will resign at the end of 1954. The 
Board is not expected to appoint a successor to Mr. Towers immediately, but it 
is believed that the deputy-governor, Mr. James Coyne, is likely to succeed to the 


governorship in due course. 
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Chile 


The Government has announced that, as a first move in the reform of its 
tangled system of exchange rates and exchange control, it intends to limit the 
use of the exchange rate of 110 pesos per U.S. dollar to transactions arising from 
the importation of a few essential commodities, including sugar, wheat and fuel 
oil. The great majority of imports from the United States will in future be paid 
for at a rate of about 200 pesos to the dollar. Most imports from other countries 
will also be payable at equivalent cross-rates. The new arrangements thus effect 
a partial devaluation of the Chilean peso. 

The Exchange Control Board has handed over the supervision of the country’s 
foreign exchanges to the central bank. 


Denmark 

The country’s external payments account has taken a distinct turn for the 
better. Drawings on official gold and foreign exchange reserves in October were 
again fairly heavy, at Kr. 90 millions; but of this sum, some Kr. 60 millions was 
attributable to the repayment of loans, whereas in the preceding months losses 
were almost entirely attributable to the deficit in payments on current account. 

The contraction in the payments deficit is believed to have resulted in part 
from the cuts in Government expenditure and other austerity measures introduced 
in September. It is also considered likely that stockpiling of imports by Danish 
traders has ceased now that it is seen that the Danish Government was in earnest 
in expressing its intention to avoid the tightening up of import quotas. 


Egypt 
The United States authorities have agreed to extend aid to Egypt to the value 
of $40 millions to speed up the country’s programme of economic development. 
It is expected that a considerable part of this sum will be devoted to the improve- 
ment of communications, especially the building of new highways and the 
replacement of worn-out railway equipment. 


El Salvador 
The International Bank for Reconstruction and Development has made a loan 
of U.S. $11.1 millions to El Salvador to finance the construction of an all-weather 
highway along the Pacific Coast. The primary purpose of the project is to expand 
agricultural production by opening up new areas to cultivation. The loan is for 
twelve years and bears interest at 4} per cent., including the bank’s statutory 
I per cent. commission. : 


France 


It has been announced that France and Western Germany have agreed in 
principle on plans for large-scale economic co-operation and long-term trade 
agreements. The decision followed talks between the French Premier, M. Mendés- 
France, and the West German Chancellor, Dr. Adenauer, on German re-armament 
and the settlement of the Saar problem. A Franco-German Economic Committee 
and Chamber of Commerce is to be set up to help achieve these objectives. 

The French authorities have announced that a small tax imposed on all 
import and export transactions is being abolished. 

Revised Budget estimates for 1955 provide for an ordinary deficit of rs. 296,000 
millions, or Frs. 122,000 millions less than the expected 1954 figure. The total 
deficit after allowing for capital outlays is put at Frs. 752,000 millions, against 
Frs. 854,000 millions for 1954. 
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Germany 
/ 

Budget estimates for the fiscal year 1955-560 show that the Federal Government 
is contemplating total expenditures equivalent to £2,375 millions, about 2 per 
cent. more than in 1954-55. Of this, £780 millions will be for defence and £153 
millions for extraordinary (mainly capital) items. 

The Federal Government has made a further liberalization in dollar imports, 
bringing the proportion of Germany’s imports from the dollar area free from 
restrictive quota to 65 per cent. 

It has been indicated that official quarters are expecting the prolonged rise in 
Germany's foreign exchange reserves to slow down during the next few months, 
as a result of the liberalization of imports, the freeing of mark balances previously 
blocked and increased expenditures on the foreign debt service. The mark has 
weakened perceptibly on foreign exchange markets in response to pressures 
emanating from these sources. 

The Government has given a guarantee that it will carry through Allied orders 
relating to the de-cartelization of steel and coal combines when it achieves full 
sovereignty. 


Iran 

Britain has oftered to Iran a credit of {10 millions, repayable at 4 per cent- 
over five years. The loan is to be made through the Export Credits Guarantee 
Department and must consequently be used for payments on British goods. 

The export of oil from Abadan has been resumed, following the ratification of 
the oil agreement with Britain. 

A new payments agreement with Britain brings Iran within the transferable 
account area and provides for the use of sterling in all its payments transactions 
with sterling countries. 


Italy 
A report prepared by the Organization for European Economic Co-operation 
asserts that the Italian economy has made rapid progress in the past two years 
and that future prospects are favourable. It points out that the country’s basic 
problems of under-development in the South and large-scale unemployment still 
remain unsolved, but indicates that a comprehensive ten-year programme to deal 
with these difficulties is being studied by the Italian Government. 











ROTTERDAMSCHE BANK 


ROTTERDAM — AMSTERDAM 


CAPITAL AND RESERVES f 75.000.000.- 
ESTABLISHED IN 250 PLACES IN THE NETHERLANDS 

















INTERNATIONAL BANKING REVIEW 381 





Japan 

There has been a further improvement in external payments. In October the 
current surplus rose to the equivalent of U.S. $56 millions. Official holdings of 
gold and foreign exchange, which dropped to the equivalent of about $780 millions 
in May, have now recovered to within close distance of $1,000 millions. The 
recovery 1s mainly attributable to a striking expansion in export earnings. The 
tighter import restrictions imposed by the Government earlier in the year have so 
far served only to stem the previous rapid rise in imports. | 

A new trade agreement with Pakistan covering the twelve months to Septem- 
ber 14, 1955, provides for an exchange of goods to the value of £28 millions in 
each direction, compared with £30 millions in the preceding twelve months. 


Malaya 

The Budget estimates of the Federal Government provide for a deficit in 1955 
of M$149 millions, after allowing for a grant-in-aid from the United Kingdom of 
MS6o millions. The projected deficit is down by M$25 millions on the expected 
deficit for 1954. 

It has been indicated that the Federation intends to raise by borrowing in 
Malaya MS$S8o millions for financing capital development in 1955; it is also 
expecting to receive a loan of $40 millions from the State of Brunei for the 
same purpose. 


New Zealand 


The second loan operation in the London market has proved successful. The 
offer, again at 410 millions, was substantially over-subscribed. The issue took 
the form of a 3} per cent. 1951-54 stock offered at 98. The Dominion authorities 
have indicated that the money is to be used for financing capital development. 
But whereas the issue at the end of 1953 was earmarked for the Murupara Paper 
scheme, the 1954 loan is simply for “ general purposes ”’. 

The General Election resulted in the return to power of Mr. Holland’s National 
Party Government, but with a greatly reduced majority in Parliament. 


Pakistan 

The Pakistan Government has been reformed under the Prime Minister, Mr. 
Ghulam Mohammed, following a political upheaval. The new Government is 
intended to provide ‘“‘a vigorous and stable administration’ until a general 
election is held to nominate a new Constituent Assembly. 

The Government is setting up a “ facility and information bureau "’ to help 
foreign investors who are interested in Pakistan. Foreign investors are now 
granted full rights of repatriation of their funds. 


Peru 

The United States Export-Import Bank has indicated that it is prepared to 
help to finance the exploitation of large copper deposits in Southern Peru. The 
total cost of the project has been estimated by the bank at $205 millions; and it 
is willing to provide the $roo millions needed to cover the dollar cost of develop- 
ment work. 

The International Bank for Reconstruction and Development has made a loan 
of $5 millions to the Banco de Fomento Agropecuario. The money is to be used 
to strengthen that bank’s lending facilities and to finance imports of machinery, 
livestock and materials for improving Peruvian agriculture. 


FI 
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Poland 


An agreement has been concluded with the British authorities providing for 
the payment to the United Kingdom of £5.5 millions in settlement of claims 
arising from the nationalization and expropriation of former British properties in 
Poland and of debts incurred to private British interests before the war. 

The agreement also provides for the extension of the payments agreement 
with Poland to 1956. New trade arrangements intended to increase mutual trade 
have also been made between the two countries. 


South Africa 

The rise in gold and foreign exchange reserves has continued. At the end of 
October the reserves amounted to almost £130 millions, compared with {100 
millions at the beginning of the year and a 1954 low point of £83 millions. The 
increase is attributable in substantial measure to the inflow of capital. This has 
also eased credit supplies in the internal capital market, so that the authorities 
have decided to make a cut of about } per cent. in the structure of interest rates 
for Government stocks, through a new conversion operation. Holders of £24.5 
millions of Government securities have been offered conversion into a five-year 
stock yielding 3} per cent. and a twenty-year issue at 4} per cent. 

Import control has been further relaxed by switching a number of items from 
the prohibited list to the category of imports that may be brought in under permit. 
3ut the acting Minister for Economic Affairs, Mr. Naude, has stated that, in view 
of the experience of Australia, South Africa would proceed cautiously in freeing 
its imports. The prospect of the eventual abolition of import control has brought 
iorth a large number of applications from business concerns for alternative 
protection against foreign competition through higher tariffs. 


Turkey 
Restrictions governing the use of assets in Turkey owned by non-residents and 
derived from non-commercial activities have been tightened further. This 
measure forms part of the programme for dealing with the external payments 
crisis. In future, owners of these restricted assets will be able to withdraw their 
funds only in the form of Turkish export items that are extremely difficult to 
sell abroad, including caviar. 
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Publications Received 





Academic Works 

The Economist in the Twentieth Century. By Lionel Robbins. Macmillan & Co., 16s. 

The Frontiers of Economic Knowledge. Essays by Arthur I. Burns. National Bureau of 
Economic Research, $5.00. 

Alfved Marshall and Current Thought. By A. C. Pigou. Macmillan & Co., 7s. 6d. 

Monopoly and Competition and their Regulation. Edited by E. H. Chamberlin. Macmillan 
& Co., 30s. 

Iicome and Wealth, Series IIT. Edited by Milton Gilbert. Bowes & Bowes, Cambridge, 35s 

T’ncertainty and Business Decisions. Edited by C. F. Carter, G. P. Meredith and G. L. 3. 
Shackle. University Press of Liverpool, tos. 6d. 

The Dollar. By Roy Harrod. Macmillan, 9s. 6d. 

Economic Doctrine and Method. By Joseph Schumpeter. Translated by RK. Aris. George 
Allen & Unwin, 15s. 

The Mechanism of Economic Systems. By Arnold Tustin, M.Sc., M.I.E.E. Heinemann, 25s 

Scottish Journal of Political Economy. Edited by A. K. Cairncross. Vol. 1, No. 1. Oliver 
&X Boyd, 7s. 6d. 


Textbooks 
Economic Theory. By A. Johnson. Frederick Muller, 8s. 6d. 
International Ecenomics. By Charles P. Kindleberger. Richard D. Irwin, U.S.A., $3.00 
Che Background of Business. By H. V. R. Geary. Oxford University Press, 9s. 6d. 
Statistics for Professional Students. Third edition. By R. L. A. Holmes. Pitman, 15s. 
The Principles and Practice of Management. Ed. FE. b. L. Brech. Longmans, Green, 50s 
How Money 1s Managed. By Paul Einzig. Pelican Books, 2s. 6d. 
The Federal Reserve System: Purposes and Functions. Board of Governors Federal Reserve 

System, Washington, gratis. 

How the City Works. By Oscar R. Hobson. News Chronicle, 6s. 


Practical and Statistical Studies of Current Problems 

syttain in the World Economy. By Sir Dennis H. Robertson. Allen & Unwin, 7s. 6d. 

Towards the Rescue of Sterling. KR. G. Hawtrey. Longmans, Green & Co., L2s. 6d 

The Future of Sterling. By A. C. L. Day. Oxford University Press, 12s. 6d. 

A Balanced Economy. By L. S. Amery. Hutchinson, r2s. 6d. 

Commonwealth Stocktaking. By L. St. Clare Grondona. Butterworths Scientific Publica 
tions, 35s. 

Survey of United States International Finance, 1952. By Gardner Petterson and John M 
Gunn, Jr. Princeton University Press (London: Geoffrey Cumberlege), 22s. 

Speculative and Flight Movements of Capital in Post-War International Finance. By 
Arthur I. Bloomfield. Princeton University Press (London: Geotirey Cumberlege), 5s 

{merican Foreign Assistance. By William Adams Brown, Jr., and Redvers Opie. Brookings 
Institution, $6.00. 

liflation and Capital. By F. V. Meyer. Bowes & Bowes, t2s. 6d. 

rhe Economics of Resale Price Maintenance. By B.S. Yamey. Pitman, 25s. 

British Public Finances. By Ursula K. Hicks. Oxford University Press, 6s. 

Stock Market Economics. By M.S. Rix. Pitman, 25s. 

Spring Lectures, 1954: The Stock I:xchange. Institute of Bankers, 3s. 

The Stock Exchange. Written for the Council by W. T. C. King. “Allen & Unwin, 6s. 

Papers and Proceedings of the 1st International Credit Conference. Vols. I and II. Associa 
zione Bancaria [taliana, Rome, $6.00 and $4.00. 

Modern Kiementary Statistics. By John E. Freund. Pitman, 4os. 

Sample Survey Methods and Theory. Vols. I and Il. By Hansen, Hurwitz and Madow 
Chapman & Hall, 64s. and 56s. 

Regularization of Business Investment. National Bureau Committee for :conomic Research 
Princeton University Press, $5.00. i 

Colonial Monetary Conditions. By Ida Greaves. H.M. Stationery Office. , 

Money and Banking in British Colonial Africa. By W.T. Newlynand D.C. Rowan. Oxford, 
Clarendon Press, 30s. 

I ffects of Tavation: Investments by Individuals. By J. Weith Butters, Lawrence It. Thomp- 
son, Lynn L. Bollinger. Harvard Graduate School of Business, 50s. 

The Finance of Land Ownership. By W. Walker-Watson. Irederick Warne, 21s. 

Securities fov Bankers’ Advances. By J. Milnes Holden. Pitman, 25s. 

Investment of Life Insurance Funds. Edited by David McCahan. Oxford University 
Press. . 

Mortgage Lending Experience tn Agriculture. By Lawrence A. Jones and David Durand. 
Princeton University Press, $5.00. 
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Clerical Salaries Analysis, 1954. Office Management Association, 25s. 

Introduction to Income Tax. By E. D. Fryer. Pitman, 7s. 6d. 

Credits and Collections in Canada—New and Revised. Ryerson, Press, Toronto, $5.50. 
International Trade Statistics. By R. G. Allen and J. E. Ely. Chapman & Hall, 54s. 
The Bombay Money Market. A Study by H. T. Parekh. Oxford University Press, Rs. 1o 
Amervican Financial Institutions. Edited by Herbert V. Prochnow. Prentice-Hall, Inc. 
Industrial Pensions. By Charles L. Dearing. The Brookings Institution, Washington, 27s 


7S. 
Historical 


Capitalism and the Historians. By T. S. Ashton, Louis Hacker, W. H. Hutt and Bertrand 
de Jouvenel. Edited by F. A. Hayek. Routledge & Kegan Paul, tos. 6d. 

The History of Unilever. By Charles Wilson. Cassell, 45s. the set of two volumes. 

Ford: The Times, The Man, The Company. By Allan Nevins. Charles Scribner's Sons, 
New York, 45s. 

Realms of Silver. By Compton Mackenzie. Routledge & Kegan Paul, 25s. 

Glyn's, 1753-1953. By Roger Fulford. Macmillan, 21s. 

A History of the South African Reserve Bank (1920-52). By Gerhard de Kock. J. L. van 
Schaik, Pretoria. 

The Fedeval Reserve System, 1945-1949. By J. S. Fforde. Clarendon Press, 35s. 

Roman Imperial Money. By Michael Grant. Nelson, 50s. 

International Cycles and Canada’s Balance of Payments, 1921-33. By Vernon W. Malach. 
Toronto University Press (London: Geoffrey Cumberlege), 24s. 

Power and Influence. By Lord Beveridge. Hodder & Stoughton, 30s. 

Beveridge and His Plan. By Janet Beveridge. Hodder & Stoughton, 15s. 

The Volume of Corporate Bond Financing since 1900. By W. Braddock Hickman. Princeton 
University Press, $7.50. 

A History of France. By Lucien Romier, trans. by A. L. Rowse. Macmillan, 30s. 


Law and Practice 


Practical Financial Statement Analysis. Third edition. By Roy A. Foulke. McGraw-Hill, Sos. 
Fundamental Principles of Accounting. By Moyer and Scovill. Chapman & Hall, 48s. 

Phe Accounting Field. Edited by Donal Cousins. English Universities Press, 21s. 

Balance Carried Forward. By R. R. Coomber. Pelican Books, 2s. 6d. 

The Taxation of Gifts and Settlements. By G. S. A. Wheatcroft. Pitman, 15s. 

A Supplement to Williams on Bankruptcy. Edited by Muir Hunter. Stevens, 30s. 


Key to Income Tay. “Edited by Ronald Staples. Taxation Publishing Co., 7s. 6d. 
Book-keeping: The Modern Approach. By Squire H. Flitcroft. Pitman, 7s. 6d. 


The Legal Aspect of Money. Second edition. By F. A. Mann. Geoffrey Cumberlege, 50s. 

Tax Planning with Precedents. By D.C. Potter and H. H. Monroe. Sweet & Maxwell, 45s. 

Balance Sheets and the Lending Banker. Second edition. By J]. H. Clemens. Europa 
Publications, 20s. 

Che Law Relating to Commercial Letters of Credit. Second edition. By A. G. Davies, LL.D. 
Pitman, 30s. 

Underhill’s Law Relating to Trusts and Trustees. Yenth edition. By M. M. Wells.  Butter- 
worth, 5S. 

The Legal Aspects of Business. By H. R. Light. Pitman, 15s. 

Che Law and Practice Relating to Exempt Private Companies. By A. J. Balcombe. Jordan 
& Sons, 15S. 

The Secretavy’s Manual. Twenty-fourth edition. By T. P. Rogers and L. H. L. Cohen. 
Jordan & Sons, 42s. 

Trust Accounts. By Peter M. B. Rowland. Butterworth & Co., 38s. 6d. 


Other Publications 


Germany's Comeback in World Markets. By Ludwig Erhard, trans. by W. H. Johnston, B.A. 
George Allen & Unwin, 21s. 

Switzerland in Perspective. By George Soloveytchik. Oxford University Press, 21s. 

Greece: A Political and Economic Survey, 1939-53. By Bickham Sweet-Escott. Royal 
Institute of International Affairs, 18s. 

Grain Futures. By A. A. Hooker. Hooker, Hampson & Reynolds, fs. 

The Truth About Advertising. By Robert Brandon. Chapman & Hall, 8s. 6d. 

Faster Than Thought. Edited by B. V. Bowden; M.A., Ph.D. Pitman, 35s. 

Glossary of German Financial and Economic Terms. By C. A. Gunston and C. M. Corner. 
English Universities Press, 12s. 6d. 

The Directory of Directors, 1954. Thomas Skinner & Co., 45s. 

Retire and Enjoy It. By Cecil Chisholm. Phoenix House, 15s. 

Oxford Economic Atlas. Economist Intelligence Unit and Cartographic Dept. of Clarendon 
Press. Oxford University Press, 30s. 

Power in Trade Unions. By V. L. Allen. Longmans, Green & Co., 25s. 
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Appointments and Retirements 





Barclays Bank—Field-Marshal the Earl Alexander of Tunis has been appointed a director of 
the bank. London—-Head Office (Metropolitan Managers’ Office): Mr. S. E. T. Williams to be a 
metropolitan manager; Citv: Mr. B. C. Sharp, from Richmond, to be manager; Cavendish Sq.: 
Mr. R. G. Pattison, from Mount St., to be manager; Leytonstone Rd.: Mr. C. W. G. Purser, from 
Mile End, to be manager; Mount St.: Mr. J. G. Millen, from 160 Piccadilly, to be manager; 
Sidcup Station: Mr. H. C. Tatts to be manager. Bagshot: Mr. R. K. Kemp, from Newbury, to 
be manager. Barnsley, Queen St. and Wombwell: Mr. J. A. Cartwright, from Fitzalan Sq., 
Sheffield, to be manager. Sillingshuyst: Mr. S. R. Sheath, from Charminster Rd., Bournemouth, 
to be manager. Birmingham—tLocal Head Office: Mr. H. S. Wardle, from Birmingham, to be 
local director and district manager; Handsworth: Mr. C. K. Potter to be manager. Heanor: 
Mr. F. Weaver to be manager. Heaviley and Hazel Grove: Mr. T. E. Dunks, from Manchester 
local head office, to be manager. Norwich, St. Benedict's: Mr. A. T. Lawrence, from Norwich, 
St. Stephen's, to be manager. /teddish: Mr. R. A. Bury to be manager. Richmond: Mr. D. R. 
Marsh, from chief office, to be manager. Rustington: Mr. N. B. Reid, from Bognor Regis, to 
be manager. Shanklin and Ventnor, Isle of Wight: Mr. S. F. White, from Rustington, to be 
manager. Stockport: Mr. R. N. J. Taylor, from Heaviley and Hazel Grove, to be manager. 
Stockport, Edgeley: Mr. J. F. Bullock to be manager. 

Clydesdale & North of Scotland Bank—dAberdeen, Rosemount: Mr. I. T. Mearns, from St. 
Nicholas, Aberdeen, to be manager on retirement of Mr. J. A. Gibson. 

District Bank—Head Office: Mr. F. Stott, an assistant general manager, to be a joint manager 
on retirement of Mr. A. Dunn. Mr. J. H. Firth to be an assistant general manager. Newcastle 
upon Tyne, 36-38 Mosley St.: Mr. A. E. Powell to be manager. 

Lloyds Bank——London—125 Orford St.: Mr. R. F. Hale, from head office, to be manager; Hendow 
Central: Mr. A. P. Teare, from Old Bond St., to be manager. Gloucester: Mr. W. H. N. Mullens, 
from Trowbridge, to be manager in succession to the late Mr. R. C. King. Great Yarmouth: 
Mr. H. D. Jordan, from District Office, Bristol, to be manager on retirement of Mr. C. H. P. 
Fish. Liverpool (also Wallasey): Mr. C. Price to be manager. Paragon St., Hull: Mr. J. L. 
Moorhouse, from Hull, to be manager when opened. Roath, Cardiff: Mr. J. W. S. Chard, from 
Swansea, to be manager on retirement of Mr. T. Stubbs. Stratford-on-Avon: Mr. H. H. Rutter, 
from Upton-on-Severn, to be manager on retirement of Mr. M. G. E. Stokes owing to ill-health. 
Swindon: Mr. J. A. B. Hoare, from Tiverton, to be manager on retirement of Mr. V. G. Williams 
owing to ill-health. Tvowbridge: Mr. W. J. Ingamells, from District Office, Salisbury, to be 
manager. Newcastle upon Tyne, Westgate Rd.: Mr. H. F. Smurthwaite, from Stockton-on-Tees, 
to be manager on retirement of Mr. H. Gray owing to ill-health. 

Martins Bank—Bootle, 211 Stanley Rd.:; Mr. A. H. Clague, from head office, to be manager. 
Midland Bank—London—East Sheen: Mr. H. R. Russell, from Greenwich, to be manager; 
Greenwich: Mr. J. R. Cross to be manager; Walham Green : Mr. C. W. Goodwin, from East Sheen, 
to be manager on retirement of Mr. F. W. F. Willshee. Coalville: Mr. H. McGuire, from Ashby 
de la Zouch, to be manager on retirement of Mr. W. H. Cawston. Hornsea: Mr. W. Bates, 
from Nessgate, York, to be manager on retirement of Mr. H. Powell. 

National Bank of Australasia—London Office: Mr. R. E. Ash to be general manager; Mr. 
T. B. C. Bell to be manager. 

National Bank of New “’ealand—Mr. A. H. Ensor, a director, to be deputy chairman. 
National Provincial Ban -—-London—Shaftesbury Av.: Mr. H. J. L. Withrington, from Piccadilly, 
to be manager on retirement of Mr. H. I. Sparkes; South Norwood: Mr. J. R. Adams, from 
Beckenham, to be manager on retirement of Mr. A. H. Ellis. Bath: Mr. E. A. Merrifield, from 
Hull, to be manager on retirement of Mr. T. H. Buckingham. Beckenham: Mr. J. Kelsey, from 
Tottenham Court Rd., to be manager Lichfield: Mr. C. J. Pollard to be manager on retirement 
of Mr. A. R. Nock. Stockton-on-Tees: Mr. W. M. Truelove, from head office, to be manager. 
Wolverhampton: Mr. O. L. Diment, from Stockton-on-Tees, to be manager on retirement of 
Mr. R. J. Robinson. Great Yarmouth: Mr. J. S. Ling, from Gorleston-on-Sea, to be manager 
on retirement of Mr. E. A. Wells. 

Union Bank of Scotland—Hamilton: Mr. M. Munro to be manager on retirement of Mr. J. 
Macfarlane. 

Westminster Bank—-London— Great Portland St.: Mr. E.N. Webb, from Euston Rd., to be mana- 
ger on retirement of Mr. H. H. Warren; Noting Hill Gate: Mr. J. V. Dearsly, from Streatham, to 
be manager on retirement of Mr. H. E. Rae; Streatham: Mr. G. J. Perfitt, from Northcote Rd., to 
be manager. Ashton-under-Lyne, Dukinfield and Stalybridge: Mr. J. FE. Clifford, from Alsager, 
to be manager. Canterbury: Mr. H. W. G. R. Marriott, from East Grinstead, to be manager 
on retirement of Mr. B. W. J. H. Martin. Crewe: Mr. D. W. Caine to be manager. Fast Grin- 
stead: Mr. A. P. IF’. Burton, from Haverhill, to be manager. Hathersage: Mr. J. E. Thorp, from 
Bakewell, to be manager on retirement of Mr. G. R. Mellor. Southsea: Mr. L. G. Westcombe, 
from Hindhead, to be manager on retirement of Mr. A. C. Rolfe. Taunton: Mr. H. H. Adamson 
to be manager on retirement of Mr. J. L. Sheldon. Uttoxeter: Mr. E. N. Robson, from Market 
Drayton, to be manager on retirement of Mr. S. B. Leason. 
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Banking Statistics 


Trend of “ Risk” Assets 
Figures in italics show percentages of gross deposits) 


Actual {mns. émins, 
1O51 1953 1954 Change Change since 
Oct Nov. Oct. Oct. on Year Oct., 1951 
Barclays: 
Advances .. is is 308.5 371.0 340.5 367.3 26.8 1.2 
10 . = - 29.2 29.3 25-5 26.3 
Investments — a" 310.4 425.7 490.6 513.3 + 22.8 190.0 
ay 4 ae + 25.0 33.0 30.8 30.7 
Lloyds: 
Advances .. Be 4 345.2 351.1 301.7 312.9 + I1.2 — 32.3 
%, oP + - 90.2 30.7 26.1 26.1 
Investments - Sa 279.0 371.2 398.6 435.8 + 40.2 + 150.2 
. y 4 - ” ce 24.4 32.5 34-5 76.6 
Midland: 
Advances .. oe ie 393.3 397.1 328.1 377.6 + 4y.5 ~ 34 
yA - = - 29.0 30.1 24.0 20.7 
Investments oa - 329.4 433.8 485.7 489.8 5.1 ho. 4 
% - ‘i - 24.9 32.8 35-5 34-7 
National Provincial: 
Advances .. tele sa 290.3 2938.1 238.9 258.4 1g.5 31.9 
10 - . 1. 35-4 37-2 29-7 30.7 
Investments os os 105.0 230.9 253.0 282.5 209.8 IIh.6 
% ‘- - + 20.2 28.8 ar .d 33.0 
Westminster: 
Advances .. ¥ Ps 248.6 249.5 211.2 243.7 32.5 $20 
%, 7 - a 7r.2 3.6 25.9 28.3 
Investments _ ‘e 200.4 263.6 277.2 310.4 + 23.2 IOL.0O 
a A eo m1 ¥ 20.3 33-4 34-0 30.1 
District: 
Advances .. 5a ae 60.1 62.0 55.7 60.9 2.2 oO. 
yA - iy oe 25.6 26.6 24:2 25.0 
Investments ich hg 74.5 gI.6 93.8 97. r 4.0 + 20.3 
» A a - Ay 30.5 38.9 38.7 24.9 
Martins: 
Advances .. - - 89.6 OI.4 79.7 95.4 15.7 5.5 
“o ee ae +. 29.1 29.3 25.2 30.4 
Investments - a 78.0 102.8 +: 112.4 ey - 33.% 
y * er ae a 25.5 33.0 38.3 35.8 
Eleven Clearing Banks: 
Advances .. os .. 1,897.0 1,925.2 1,654.0 1,823.9 + 1608.9 - 73.1 
yA és mae 2s 30.6 a2 i 26.0 27.3 
Investments is . 8968.2 282:7 2,296.5 2,363.7 $125.6 + 808.5 
7 25.1 32.9 232 35.4 
Trend of Bank Liquidity 
195! 1952 1953 1954 
Oct.t Nov. Apr. Apr. July Aug. Sept. Oct.$ Mar. Aug. Sept. Oct. 
Liquid Assets :* yA ~ of of % O/ A of 0/ y A of 


/QO 
35-0 31.3 33.6 33. 
30.9 33-0 34. 
38.3 34-1 34. 
2 33-9 34. 


/ /O 
2.8 31.6 31.4 34.6 35.5 306. 
2.5 32.3 32.0 34.2 35.4 30. 
2 2.8 2.2 34.1 38.0 39.0 40. 
National Prov. 39.4 30.6 31.1 29.8 33.7 37-4 37. 
Westminster 36.7 30.4 30.9 35.8 37.7 39.3 39.8 37.6 34. 
District .. 38.0 30.5 29.5 33-9 35-4 35.9 35. , 
2 3 6 
5 


Barclays .. 40.0 
Lloyds ~~ 
Midland — * 


° 
Ww W Ww 


Ww 
>) 
N= COQes Nh & 
Ww 
“J 


Martins .. 39.8 33.2 34.3 33-9 35-3 33-6 33.7 33-6 31.3 31.6 30.8 30.6 


All Clearing 
Banks... 39.0 32.0 31.6 32.4 35.5 36.8 37.4 36.6 33.0 33.5 33.7 34.3 
monetary policy. { After third funding. 


‘Cash, call money and bills. t Eve of ‘new ”’ 
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BANKING STATISTICS 387 
Banking Trends over Thirty Years* 
‘* Risk '’ Assets 





Liquid Assets 





Net ae Invest- Combined 

Averages Deposits Actual Ratio T.D.R-s ments Advances Ratio 
of Months: {mn. {mn. y A {mn. fmn. % 
Ig2! 1,759 680 38 - 325 833 64 
1gz2 1,727 653 37 3901 750 64 
1923 1,628 581 35 350 761 67 
1924 1,618 545 33 - 341 So8 69 
1925 1,610 539 32 ~— 286 856 ays) 
1926 1,615 532 32 265 892 70 
1927 1,661 553 32 254 928 69 
1928 1,711 584 33 254 948 68 
1929 1,745 505 32 257 991 69 
1930 1,75! 596 33 258 963 68 
193! 1,715 560 32 —- 301 919 69 
1932 1,748 Or! 34 —- 348 844 67 
1933 1,909 665 34 537 759 66 
1934 1,334 576 31 560 753 7° 
1935 1,95! 623 31 mee O15 709 69 
1936 2,088 092 32 O14 839 65 
1936 2,160 713 32 643 865 68 
1937 2,225 683 30 652 954 70 
1938 2,218 672 30 637 976 71 
1939 2,181 648 29 608 991 71 
1940 2,419 785 31 73 666 955 65 
1941 2,863 676 2 495 894 858 59 
1942 3,159 712 22 642 1,069 797 57 
1943 3,554 72: 20 1,002 1,147 747 52 
1944 4,022 788 19 1,387 1,165 750 40 
1945 4,551 886 19 1,811 1,156 768 41 
1946 4,932 1,280 2 1,492 1,345 888 44 
1947 5,463 1,646 29 1,308 1,474 1,107 46 
1948 5.713 1,703 29 1,284 1,479 1,320 47 
1949 5,772 1,920 2 983 1,505 1,440 49 
1950 5, S11 2,345 39 430 1,505 1,603 52 
1951 5,931 2,308 38 247 1,624 1,822 56 
1952 5,856 2,097 34 —- 1,983 1,838 62 
1953 6,024 2,201 35 2,163 1,73! 62 
1Q51: 

Oct.f 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov.t 5,973 1,981 32.0 108 2,033 1,925 04.0 
1953: 

Aug. 6,041 2,298 30.8 2,140 1,676 62.2 

Sept. 6,095 2,306 37-4 2,137 1,662 60.1 

Oct. 6,156 2,334 30.6 2,238 1,054 61.3 
1954: 

Aug. 6,279 2,181 33-5 2,348 1,829 64.1 

Sept. 6, 300 2,200 33-7 2,360 1,816 63.9 

Oct. 6,375 2,265 34-3 2,304 1,824 63.4 

* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
t Bank statements immediately before and after the launching of the ‘‘ new’ monetary 
policy and the first special funding operation. 
Floating Debt th 
Nov. 14, Oct. 23, Oct. 30, Nov. 6, Nov. 13 i 
1953 1954 1954 1954 1954 

Ways and Means Advances: fm. £m. fm. {m. £m 

Bank of England * ---— - — — — 

Public Departments .. - 253-9 307.96 274.8 292.3 273.0 
Treasury Bills: 

Tender .. a és - _ 3410.0 3440.0 3450.0 3470.0 

Tap... - - . hasor.74 1544.0 1514.3 1483.1 1452.1 

4845.6 5261.9 5229.1 5205.4 
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National Savings 


(£ millions) 


Change 
Savings in Total Total 
Certi- Defence Savings Total Accrued Defence Remain- Remain- 
ficates Bonds Banks Small Interest bond ing ing 
(net) (net) (net) (net) Maturity Invested Invested* 
1945-49 2° - 0,0 - ©O.4 r4i.0 + 28.6 93.6 . 27-2 6101.9 
1949-50 7 - 23.4 -I8.6 - 25.7 - 67.7 100.4 92.7 6120.7 
1950-5lI = - 8.5 -20.7 ~ 04.3 - 90.4 95.0 ; 4.0 6130.5 
1951-52 ati +19. —14.7 - 90.7 —- 85.5 92.2 42.0 -30.0 6094.3 
1952-53 5 +20.8 -II.3 27.2 117.7 go. 5 45-5 72.7 6020.9 
1953-54 _ -19.0 -O. 3 $2.8 - 63.4 87.4 38.4 14.4 6008. 7 
1953 
April-Sept... +10.4 4.9 72.8 07.3 42.8 24.4 49.6 5974-9 
October... 0.6 - 0.2 5-3 6.1 7% 1.9 -12.6 5980.4 
1954 
April-Sept. . . 5-5 +11.) 31.2 +14.6 2.3 IS. > 2 6018.0 
October z.% - 2.7 +-11.4 16.2 o.7 Ie + 22.2 6038.0 


* This column relates to actual financial years, so that the changes shown do not correspond 
exactly with those in the previous column, which are calculated on a weekly basis. 





’ 


Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Gold and Dollar 


Surplus (-+-) or Deficit (—) hinanced by: 
=~ = ~ - ae Wa nae a Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change — of Period 
Quarters E.P.U.* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1940 ea ied - god — 1123 220 2090 
1947 a es — 4131 — 3513 — O15 2079 
19458 ; sf -1710 682 - 805 —- 223 1856 
1949 2 = 1532 [196 165 —~ 168 1685 
1950 a 7 i 14 + 7O1 805 762 - 45 -1OL2 3300 
1951 = as -II2 —-876 - 935 IQQ 176 - 905 2335 
1952 re -. —276 - 460 - 736 42% 181 - 489 1846 
1953 - i [13 t- 433 -- 540 307 - IS! + O72 2515 
1953: 
J - ba  O5 |- 119 214 106 - 320 2166 
II ii .. + 42 +. 98 +- 140 or : -- 20] 2307 
Ii] ne .. —- 19 +  §5 30 83 - + 119 2486 
IV “a inet (eee ++ 161 156 57 rst - 32 2518 
1954: 
a “s r gs t- 102 i- 107 60 - 167 2085 
II ~ ei - O1 +- 253 + 314 rs - 332 3017 
July kine _ 4 tr 76 80 15 gy : 4 30T3 
August... a 11 . £ 6 11 Ir2 95 2918 
September vs - I2 - I4 - 26 Q » ie 2901 
III 3 57 60 35 211 — 116 2901 
October... -. + 6 + 32 ; 18 17 -~ 35 2166 
* Portion of monthly deficit or surplus settled in gold (in month following each accounting 
period). 


t Comprising a “ repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
('nion in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952 
and 1953. The special credits comprised $4,909 millions from U.S. and Canadian credits in 
1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 
gold loan of 1948. 
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THE NATIONAL BANK OF AUSTRALASIA 


(INC. IN VICTORIA) 





Commonwealth Productive Capacity 





Urgent Need for Improvement 





HE ordinary general meeting of The 

National Bank of Australasia Ltd. (with 

which is united The Queensland National 
Bank Ltd.) was held on November 24 at 
Melbourne. 

Mr. H. D. Giddy (the chairman), in the 
course of his address, said: 

The increase of just over {14,000,000 in the 
balance sheet totals, which resulted almost 
wholly from a rise of {12,600,000 in deposits, 1s 
satisfactory in view of the changed banking 
position over the period. 

After providing for contingencies, gross 
earnings were /640,309 higher than in the 
previous year, but increased working expenses 
and taxation provisions absorbed an additional 
£567,809. The balance, £72,440, increased the 
Net Profit to £741,394. 

To provide additional funds for further ex- 
pansion of our business, the Directors decided 
that the time had arrived to augment the 
present paid-up capital by the issue of further 
shares. The present unissued capital is in- 
sufficient to cover the proposed issue, and 
accordingly this meeting will be asked to 
resolve to increase the amount of the authorised 
capital of the Company from £10,000,000 to 
{ 20,000,000. 

The Directors consider the improved earnings 
for the year ended September 30 justify a 
recommendation to this meeting that a final 
dividend of 5 per cent. on the paid-up capital 
be approved, making a total dividend of 9 per 
cent. for the year. 


Productive Capacity and Sterling 
Convertibility 

One fundamental and salutary fact which 
has emerged over the last decade is the im- 
perative need for the British Commonwealth to 
improve its productive capacity. Though there 
are many other complicating factors, a big 
improvement in the Commonwealth Sterling 
Area’s productivity seems essential to the per- 
manent restoration of free convertibility of 
Sterling—a major goal, and its attainment is of 
very special concern to Australia’s future pro- 
gress. A rapid increase of productive capacity 
in the Commonwealth Sterling Area would 
bring at least two major results. It would 
reduce the dependence of the United Kingdom 
itself on the Dollar Area—which is still heavy 
and has to be largely covered by exports to 
Dollar countries from the Colonies and other 
parts of the British Commonwealth—raise 
living standards, and open new horizons for 
trade with the rest of the world both on the 
cost side and on the side of product variety 
and usefulness. 





A major improvement in the output of the 
Commonwealth Sterling Area is mainly de- 
pendent upon a seizure of the immense oppor- 
tunities for expanding the potential that exists 
in Australia, New Zealand, South Africa, India, 
Pakistan, the Central African Federation and 
the Colonies. This requires, inter alia, a con- 
tinuation of one of the historic economic roles 
of the United Kingdom itself—the export of 
her people, of her knowledge, and, as far as 
may be practicable, of her capital. This role 
could well be plaved to a much greater degree, 
for, despite everything, it is interesting to 
reflect on the fact that the population of the 
United Kingdom itself was nearly 51 millions 
last year, as against just under 48 millions in 
1939. 

Australia needs people and capital for further 
material increases in her productive capacity. 
That our Continent is capable of these increases, 
ranging over foodstuffs, a wide variety of im- 
portant raw materials and manufactures, is 
not in doubt. But their speedy achievement 
requires more people, more capital and reason- 
able assurance of enlarging markets. 


A Stronger Commonwealth 
Community 

I do not believe that we in the Sterling Area 
of our Commonwealth of Nations should take 
any pleasure in the restrictive and backward 
economic thinking that countenances produc- 
tive inefficiency behind a wall of either excessive 
tariff protection or Sterling inconvertibility. 
That way hes danger to the British world. As 
the United States Economic Co-operation 
Administration's Special Mission to the United 
Kingdom reminded us, in a valuable study 
originally authorised by Mr. Paul Hoffman: 
‘The Sterling Area contains a quarter of the 
world’s population and carries on a quarter of 
the world’s international trade. Its members 
all belong to the-community of democratic 
countries, and their resources make up a sub- 
stantial part of the free world’s total ”’. 

With this heritage in our hands, we cannot 
afford to stand still. Greater industrial and 
business development throughout this vast 
geographical area will enable the average stan- 
dard of life of its many peoples to be lifted more 
rapidly—now an urgent need. [or in this 
direction lies the one vital means of strengthen- 
ing the Sterling world and of enabling it, from 
the economic point of view at least, to play a 
role fully complementary to that of the North 
American Continent in the future progress of 
the free peoples. 

The report was adopted and the increase of 
capital approved. 
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COMPOUND vigorous profit-sharing Society write to 


SCOTTISH WIDOWS’ FUND 


Head Office: 9 St. Andrew Square, Edinburgh 2 
Londen Offices : 
28 Cornhill, E.C.3 17 Waterloo Place, S.W.1 




















va good accountant 
deserves an... 














calculator 








% Fast one-hand operation 


% Visible dials throughout T. s. Bin) LTD. 





. . 31‘ NEW BRIDGE STREET’EC4 
% Reasonably priced. Write for details .. . Teloshene City 1107 
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THE BRITISH BANK 


THE 


OF 


MIDDLE EAST 


Incorporated by Royal Charter 1889 


Head Office 


51, GRACECHURCH STREET, 
LONDON, E.C.3 


CAPITAL 








Established over 130 years 


GUARDIAN 


Assurance Company Ltd 
HEAD OFFICE : 
68 KING WILLIAM STREET 
LONDON, E.C.4 








Branches: Branches: 
ADEN £1,500,000 CALCUTTA LIFE BONUS 
ALEPPO Published DAMASCUS 
ALKHOBAR _ Reserves way YEAR 1954 
(for Dhahran) £1 ,482,890 DUBAI - : : is ; 
lhe next Quinquennial Valuation 
AMMAN JEDDAH d Distributi — Fes of 
BAGHDAD Operating KUWAIT (& an pean ution oO oe pronts o 
BANRAIN in AHMADI) the Life Department is due to be 
Aden, India, MUSCAT 
BASRA Iraq, Jordan, made as at 31st December, 1954, 
BEIRUT Lebanon, Libya, wyotin and go% of the divisible surplus 
Persian Gulf, TRIPOLI tease 
RAS BEIRUT | Saudi Arabia, (Lebanon) will be distributed among the 
wail Gade TRIPOLI shite lt ancusitiahaelian: sities 
BOMBAY (Libya) 1olders Of participating policies 











EVERY TYPE OF BANKING 


in force on that date. 
Participating policies effected in 


1954 will share in the distribution. 


BUSINESS UNDERTAKEN 



































THE BANKER 


can be obtained through booksellers or newsagents, 
or from The Publisher, 72 Coleman _ Street, 
London, E.C.2, for 30s. per year, post free. 


For the convenience of overseas readers, 
subscriptions can be paid in local currency 


to any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 


Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 20 Place Vendéme, Paris. 
Germany. THE BANKER, Siebengebirg-strasse 5, Bonn. 


Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, ennai. 
Switzerland. Azed A.G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Praca da Republica 148, Sao Paulo. 

Egypt. George Avartis, 8 Boulevard Abbas, Heliopolis. 


Or from Newsagents in all countries. 








xxviii 





Stripey 





A bequesi for seamen’s welfare ? Excellent ! 
But there are so many admirable societies working 
in this field. The most experienced of bankers 
would find it confusing, were it not for King 
George’s Fund for Sailors. This central fund 
for all sea services supports the work of more 
than 120 welfare and benevolent societies. It is 
always informed of their needs, and makes 

grants accordingly. You can tell your client that 
there is no surer way of helping our seafaring 
community than a legacy in its favour. 





King George’s Fund for Sailors 
| Chesham Street, London, S.W.\ 











\\ 
° \ 
Klistory TODAY | 
W 
q 
THE ONLY MONTHLY ILLUSTRATED HISTORICAL MAGAZINE FOR \ 
THE GENERAL READER, Edited by PETER QUENNELL & ALAN HODGE 
RAWING on the history of all five continents, HISTORY TODAY 
deals with every aspect of the past activities of the human race—not only ’ 
with political affairs, but with the history of art, industry, finance \ 


and social life. 

Some articles of special interest to readers of The Banker, recently published 
or shortly forthcoming, include a portrait of Walter Bagehot — economist, 
editor, banker and man of letters; The Memoirs of Sir Robert Hodgson, 
who headed Britain’s first commercial mission to Soviet Russia, on Trading 
with Russia, 1921-23; and Gilbart and Joplin: the First Thirty Years 
of Joint-stock Banking. Contributors include Professor D. W. Brogan, 
Lord David Cecil, Miss C. V. Wedgwood, Sir Kenneth Clark, Sir Lewis 
Namier, Dr. Julian Huxley. 


A year’s subscription to History Today makes a perfect Christmas Gift for every modern man or woman who 
loves the past, studies the present and hopes to understand the future. 12 fully illustrated monthly issues at 
£1 13s. Od. from The Publisher, 72 Coleman St., London, E.C.2. A specially designed Greeting Card sent 
to your friends announcing the gift. 


~~ FREE 


If you have not seen a copy of HISTORY TODAY we shall be happy to send you a recent number if 
you will complete and post this coupon to History Today, 72 Coleman Street, London, E.C.2 


IE sitiieessccctpiecsnnananinmnionens 
ADDRESS cooes jebiskaneilehiidiceesian 
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INVESTORS’ 
CHRONICLE 


1860-1954 


The financial and investment weekly 


with the largest circulation in Britain 


EDITED BY HAROLD WINCOTT 


Price | /- weekly from all newsagents, or direct from the publisher at 


72, Coleman Street, London E.C.2 


Overseas readers can order through newsagents or obtain 
by direct subscription of 58/6 post free. 
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LONDON AND MANCHESTER 
ASSURANCE COMPANY LIMITED 


Hhent bansacled 

INDUSTRIAL ASSURANCE Since 1869 
9 

ORDINARY ASSURANCE Since 1907 


FIRE AND GENERAL INSURANCE tince 1926 


foots consnil ASO OOO COO 





Chief Office FINSBURY SQUARE, LONDON, E.C.2 
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HEAD OFFICE OSAKA, JAPAN 
NEW YORK AGENCY 
149 BROADWAY NEW YORK,6,N.Y.,U.S. A. 
REPRESENTATIVE OFFICES 
LONDON, ENGLAND KARACHI, PAKISTAN 


THE SUMITOMO BANK (CALIFORNIA) 
HEAD OFFICE : 440 MONTGOMERY SYf., 
SAN FRANCISCO, CALIF., U.S.A. 
BRANCH : 101 SOUTH SAN PEDRO SI., 
LOS ANGELES, CALIF., U.S.A. 











| BUILDING, SOCIETY gZ 
ASSET sy 37,000,000 OL 





ant the 


Mouse 
Sinchuser 


Head Office: GRIMSHAW STREET: BURNLEY 
London Office: 110 HIGH HOLBORN : W.C.1 








THE 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(INCORPORATED IN THE CoLony oF Honc Konc) 
The Liability of Members is limited to the extent and in manner prescribed in Chapter 70 of the Laws of Hong Kong 


CAPITAL ISSUED AND FULLY PAID UP “s $20,000,000 
RESERVE FUNDS STERLING - - £6,000,000 
RESERVE LIABILITY OF MEMBERS... ‘a $20,000,000 


Head Office - = HONG KONG 


CHAIRMAN: C. BLAKER, M.C., E.D. CHIEF MANAGER: MICHAEL W. TURNER 
LONDON OFFICE - 9 GRACECHURCH STREET, E.C.3 
Lonpon Manacers - S.A, Gray, m.c., A. M. Duncan Wattace, H. A. Maney, 0.8... 
BRANCHES 


Burma Hong Kong Japan (cont.) Malaya (cont.) Philippines 
Rangoon Hong Kong Osaka pamee oilo 

Ceylon : Kowloon Tokyo ngapore Manila 
Colombo Mongkok Yokohama rchard Road) Siam 

China India Malaya Bee Patani Bangkok 

* Shanghai Bombay Cameron Highlands Teluk Anson United Kingdom 

Diawa (Java) Calcutta Ipoh North Borneo ondon 
Djakarta Indo-China Johore Bahru Brunei Town U.S.A. 
Surabaja Haiphong Kuala Lumpur lesselton New York 

Europe Saigon Malacca Kuala Belait San Francisco 
Hamburg xe Muar 














Sandakan 
Paris ne Tawau 
ot at present operating 


BANKING BUSINESS ‘OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees ag won is also undertaken by the Bank's Trustee 
ompanies in 


HONG KONG LONDON SINGAPORE 














PRINTED IN GREAT BRITAIN BY F. J. PARSONS, LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND HASTINGS 
AND PUBLISHED MONTHLY BY THE BANKER LIMITED, AT 72 COLEMAN STREET, LONDON, E.C.2. 
EDITORIAL OFFICE : 22 RYDER STREET, ST. JAMES’S, LONDON, S.W.I. 
ADVERTISEMENT OFFICE : 9-II POULTRY, LONDON, E.C.2. 





